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LETTER  OF  SUBMITTAL. 


Interstate  Commerce  Commission, 

Washington ,  29.  C.,  June  9,  191 J. 

7  V>  Me  President  of  the  Senate  and  the  Speaker  of  the  House  of 

Representatives  of  the  United  States: 

Sirs  :  I  have  the  honor  to  submit  the  following  report  of  the  Inter¬ 
state  Commerce  Commission  responsive  to  the  joint  resolution  of  the 
Senate  and  House  of  Representatives,  a  copy  of  which  precedes  the 
report.  The  Commission  has  heretofore  submitted  reports  under  this 
resolution  in  connection  with  its  investigations  in  various  fields 
throughout  the  country.  The  report  submitted  herewith  has  partic¬ 
ular  reference  to  coal  and  coal  roads  in  the  State  of  Illinois  and 
incidentally  to  roads  extending  into  adjacent  Indiana  coal  fields. 

Respectfully  submitted. 

James  S.  Harlan, 

Chairman . 
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COAL  AND  OIL  RESOLUTIONS. 


JOINT  RESOLUTION  Instructing  the  Interstate  Commerce  Commission  to 
make  examinations  into  the  subject  of  railroad  discriminations  and  monopo¬ 
lies  in  coal  and  oil,  and  report  on  the  same  from  time  to  time. 

Resolved  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  the  Interstate  Commerce  Commission  be, 
and  is  hereby,  authorized  and  instructed  immediately  to  inquire,  investigate, 
and  report  to  Congress,  or  to  the  President  when  Congress  is  not  in  session, 
from  time  to  time  as  the  investigation  proceeds — 

First.  Whether  any  common  carriers  by  railroad,  subject  to  the  interstate- 
commerce  act,  or  either  of  them,  own  or  have  any  interest  in,  by  means  of  stock 
ownership  in  other  corporations  or  otherwise,  any  of  the  coal  or  oil  which  they, 
or  either  of  them,  directly  or  through  other  companies  which  they  control  or 
in  which  they  have  an  interest,  carry  over  their  or  any  of  their  lines  as  com¬ 
mon  carriers,  or  in  any  manner  own,  control,  or  have  any  interest  in  coal 
lands  or  properties  or  oil  lands  or  properties. 

Second.  Whether  the  officers  of  any  of  the  carrier  companies  aforesaid,  or  any 
of  them,  or  any  person  or  persons  charged  with  the  duty  of  distributing  cars 
or  furnishing  facilities  to  shippers,  are  interested,  either  directly  or  indirectly, 
by  means  of  stock  ownership  or  otherwise,  in  corporations  or  companies  owning, 
operating,  leasing,  or  otherwise  interested  in  any  coal  mines,  coal  properties,  or 
coal  traffic,  oil,  oil  properties,  or  oil  traffic  over  the  railroads  with  which  they 
or  any  of  them  are  connected  or  by  which  they  or  any  of  them  are  employed. 

Third.  Whether  there  is  any  contract,  combination  in  the  form  of  trust,  or 
otherwise,  or  conspiracy  in  restraint  of  trade  or  commerce  among  the  several 
States,  in  which  any  common  carrier  engaged  in  the  transportation  of  coal  or 
oil  is  interested,  or  to  which  it  is  a  party ;  and  whether  any  such  common 
carrier  monopolizes  or  attempts  to  monopolize,  or  combines  or  conspires  with 
any  other  carrier,  company  or  companies,  person  or  persons  to  monopolize  any 
part  of  the  trade  or  commerce  in  coal  or  oil,  or  traffic  therein  among  the  several 
States  or  with  foreign  nations,  and  whether  or  not,  and  if  so,  to  what  extent, 
such  carriers,  or  any  of  them,  limit  or  control,  directly  or  indirectly,  the  output 
of  coal  mines  or  the  price  of  coal  and  oil  fields  or  the  price  of  oil. 

Fourth.  If  the  Interstate  Commerce  Commission  shall  find  that  the  facts  or 
any  of  them  set  forth  in  the  three  paragraphs  above  do  exist,  then  that  it  be 
further  required  to  report  as  to  the  effect  of  such  relationship,  ownership,  or 
interest  in  coal  or  coal  properties  and  coal  traffic,  or  oil,  oil  properties,  or  oil 
traffic  aforesaid,  or  such  contracts  or  combinations  in  form  of  trust  or  other¬ 
wise,  or  conspiracy  or  such  monopoly  or  attempt  to  monopolize  or  combine  or 
conspire  as  aforesaid,  upon  such  person  or  persons  as  may  be  engaged  inde¬ 
pendently  of  any  other  persons  in  mining  coal  or  producing  oil  and  shipping 
the  same,  or  other  products,  who  may  desire  to  so  engage,  or  upon  the  general 
public  as  consumers  of  such  coal  or  oil. 

Fifth.  That  said  Commission  be  also  required  to  investigate  and  report  the 
system  of  car  supply  and  distribution  in  effect  upon  the  several  railway  lines 
engaged  in  the  transportation  of  coal  or  oil  as  aforesaid,  and  whether  said 
systems  are  fair  and  equitable,  and  whether  the  same  are  carried  out  fairly 
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and  properly ;  and  whether  said  carriers,  or  any  of  them,  discriminate  against 
shippers  or  parties  wishing  to  become  shippers  over  their  several  lines,  either 
in  the  matter  of  distribution  of  cars  01  in  furnishing  facilities  or  instrumentali¬ 
ties  connected  with  receiving,  forwarding,  or  carrying  coal  or  oil  as  aforesaid 

Sixth.. That  said  Commission  be  also  required  to  report  as  to  what  remedy 
it  can  suggest  to  cure  the  evils  above  set  forth,  if  they  exist. 

Seventh.  That  said  Commission  be  also  required  to  report  any  facts  or  con¬ 
clusions  which  it  may  think  pertinent  to  the  general  inquiry  above  set  forth. 

Eighth.  That  said  Commission  be  required  to  make  this  investigation  at  its 
earliest  possible  convenience  and  to  furnish  the  information  above  required 
from  time  to  time  and  as  soon  as  it  can  be  done  consistent  with  the  performance 
of  its  public  duty. 

Public  Resolution  No.  8,  approved  March  7,  1906. 


JOINT  RESOLUTION  Amending  joint  resolution  instructing  the  Interstate 
Commerce  Commission  to  make  examinations  into  the  subject  of  railroad 
discriminations  and  monopolies,  and  report  on  the  same  from  time  to  time, 
approved  March  seventh,  nineteen  hundred  and  six. 

Resolved  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  joint  resolution  instructing  the  Interstate 
Commerce  Commission  to  make  examinations  into  the  subject  of  railroad  dis¬ 
criminations  and  monopolies,  and  report  on  the  same  from  time  to  time, 
approved  March  seventh,  nineteen  hundred  and  six,  is  hereby  amended  by 
adding  the  following  thereto : 

Ninth.  To  enable  the  Commission  to  perform  the  duties  required  and  accom¬ 
plish  the  purposes  declared  herein,  the  Commission  shall  have  and  exercise 
under  this  joint  resolution  the  same  power  and  authority  to  administer  oaths, 
to  subpoena  and  compel  the  attendance  and  testimony  of  witnesses  and  the 
production  of  documentary  evidence,  and  to  obtain  full  information,  which 
said  Commission  now  has  under  the  act  to  regulate  commerce,  approved  Feb¬ 
ruary  fourth,  eighteen  hundred  and  eighty-seven,  and  acts  amendatory  thereof 
or  supplementary  thereto  now  in  force  or  may  have  under  any  like  statute 
taking  effect  hereafter.  All  the  requirements,  obligations,  liabilities,  and  im¬ 
munities  imposed  or  conferred  by  said  act  to  regulate  commerce  and  by  “An 
act  in  relation  to  testimony  before  the  Interstate  Commerce  Commission  in 
cases  under  or  connected  with  an  act  entitled  ‘An  act  to  regulate  commerce,’ 
approved  February  fourth,  eighteen  hundred  and  eighty-seven,  and  amendments 
thereto,”  approved  February  eleventh,  eighteen  hundred  and  ninety-three,  shall 
also  apply  to  all  persons  who  may  be  subpoenaed  to  testify  as  witnesses  or  to 
produce  documentary  evidence  in  pursuance  of  the  authority  herein  conferred. 
Public  Resolution  No.  11,  approved  March  21,  1906. 
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IN  THE  MATTES  OF  THE  RELATION  OF  COMMON 
CARRIERS  SUBJECT  TO  THE  ACT  TO  REGULATE 
COMMERCE  TO  COAL  AND  OIL  AND  THE  TRANSPOR¬ 
TATION  THEREOF. 


June  9,  191Jf. 


The  relations  of  trunk  lines  and  their  officials  to  coal  operations  in  the  state  of 
Illinois  and  incidentally  in  the  state  of  Indiana,  described,  pursuant  to  the 
so-called  Tillman-Gillespie  resolution. 

Report  of  the  Commission  to  the  Senate  and  House  of  Repre¬ 
sentatives  of  the  United  States. 

By  the  Commission  : 

Much  of  the  information  contained  herein  was  gathered  consider¬ 
ably  over  a  year  ago,  but  the  submission  of  the  report  has  been  de¬ 
layed  owing  to  the  difficulty  experienced  by  the  Commission,  as 
explained  more  fully  in  the  appendix  to  the  report,  in  securing  the 
facts  pertaining  to  the  interests  of  the  New  York  Central  system 
and  its  officials  in  Illinois  coal  properties. 

Illinois  is  said  to  contain  the  largest  area  of  bituminous  coal 
within  any  single  state.  This  coal  area,  estimated  to  be  over  37,000 
square  miles  in  extent,  underlies  85  of  the  102  counties.  The  parts 
of  the  state  having  no  coal  deposits  are  the  northern  one-fifth,  a 
narrow  strip  bordering  the  Mississippi  River,  and  a  few  small  coun¬ 
ties  in  the  southern  part. 

The  Illinois  coal  region  comprises  about  three- fourths  of  what  is 
known  as  the  Eastern  Interior  Field,  the  remainder  lying  in  adjacent 
parts  of  Indiana  and  Kentucky.  This  coal-bearing  area  is  shaped 
somewhat  like  a  basin  or  bowl  of  a  spoon,  its  greatest  length  lying 
southeasterly  across  the  state  from  between  Rock  Island  and  La 
Salle  to  beyond  the  Wabash  and  Ohio  rivers.  Coal  comes  toward  the 
surface  around  the  edges  of  the  basin  and  in  a  general  way  dips 
toward  the  center  from  all  sides.  The  large  producing  fields  are  to 
a  great  extent  along  the  outer  side  of  the  basin  where  coal  is  most 
easily  reached.  Since  in  the  lowest  areas  the  thick  coal  beds  lie 
1,200  feet  or  more  below  the  surface,  they  probably  will  not  be 
utilized  for  some  time  to  come.  While  the  original  amount  of  coal 
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underlying  the  state  of  Illinois  is  variously  estimated  to  have  been 
from  140  to  240  billion  tons,  and  calculations  show  that  less  than  1 
per  cent  has  been  exhausted,  the  remaining  coal  is  not  all  available 
for  mining  under  present  conditions;  in  fact,  coal  from  the  thinner 
and  deeper  seams  will  always  be  at  a  disadvantage  as  long  as  it  has 
to  compete  with  more  cheaply  mined  coal  from  this  and  other  fields. 

Illinois  is  the  second  largest  coal-producing  state.  The  following 
statistics  will  serve  to  show  the  extent  of  its  output  during  the  year 
ending  June  30,  1912 : 


Number  of  counties  producing  coal _  52 

Number  of  counties  producing  for  shipment  over  500,000  tons  each_  21 

Number  of  mines  of  all  kinds  (local  and  shipping) _  879 

Number  of  shipping  or  commercial  mines _  380 

Output  of  all  mines,  tons _ _ _  57,  500,  000 

Output  of  shipping  mines,  tons _  56,  000,  000 

Total  tons  shipped _ 1 _  51,  500,  000 

Disposed  of  locally  by  shipping  mines  (including  locomotive  chute 

coal ) ,  tons _  4,  500,  000 

Output  of  shipping  mines  in  21  counties,  tons _  53,  000,  000 


Aside  from  railroad  fuel  and  coal  sold  at  points  near  the  mines, 
most  of  the  Illinois  coal  is  marketed  in  St.  Louis,  Chicago,  and  points 
located  in  the  north,  northwest,  and  west. 

Up  to  about  15  years  ago,  the  coal  deposits  underlying  land  in  the 
Illinois  coal  basin  very  largely  belonged  to  the  owners  of  the  land. 
At  the  present  time  the  larger  part  of  the  most  available  coal  near 
the  margin  of  the  basin  is  owned  by  mining,  railroad,  and  industrial 
companies.  Several  of  the  large  railroads  have  acquired  from 
20,000  to  40,000  acres  each  of  this  coal  as  a  reserve  to  protect  future 
traffic  and  fuel  requirements.  A  number  of  Illinois  railroads  have 
direct  or  associated  financial  interest  in  mining  companies  which 
produce  locomotive  fuel  and  also  compete  with  independent  oper¬ 
ators  in  the  production  and  selling  of  commercial  coal. 

The  demand  for  coal  fluctuates  between  summer  and  winter  to 
such  an  extent  that  the  output  of  Illinois  mines  can  not  be  uniform 
throughout  the  year.  Illinois  coal  can  not  be  mined  in  the  summer 
and  stored  for  use  in  the  winter  because  it  contains  such  a  percentage 
of  moisture  that  the  lumps  crumble  and  slack  when  exposed  to  the 
elements  for  a  month  or  more.  It  must  be  mined  substantially  as 
it  is  consumed,  and  consequently  the  production  is  much  less  in  the 
months  from  April  to  September  than  in  the  other  months  of  the 
year.  A  sufficient  capacity  must  be  maintained  to  meet  the  full  re¬ 
quirements  of  the  winter  season;  but  because  of  the  tendency  of  the 
coal  to  slack  when  exposed,  the  mines  can  not  be  operated  to  their 
full  capacity  during  the  summer  season.  When  the  annual  running 
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time  of  mines  falls  below  three-quarters  full  time,  as  it  has  for  sev¬ 
eral  years  past,  the  annual  average  cost  per  ton  increases  excessively, 
owing  to  the  fact  that  administrative  expenses,  taxes,  interest,  and 
other  fixed  charges  are  as  great  when  the  mines  are  closed  down  as 
when  they  are  operating  to  full  capacity.  On  this  account  the  fear 
of  idle  time  causes  keen  competition  among  mine  operators  for  con¬ 
tracts  with  railroads  and  with  industries  which  use  large  quantities 
of  coal  during  the  summer  as  well  as  the  winter  months.  The  result 
of  this  competition  is  that  operators  often  contract  to  furnish  coal 
at  prices  no  higher  than  the  cost  of  production,  and  sometimes,  it  is 
said,  at  less.  In  such  cases  they  depend  for  their  profit  on  the  in¬ 
creased  commercial  demands  and  higher  prices  prevailing  during  the 
winter  season.  That  the  need  of  operators  to  secure  railroad  con¬ 
tracts,  even  though  unremunerative,  to  tide  them  over  the  summer 
months  makes  an  incentive  for  a  carrier  unduly  to  favor  mining 
companies  associated  with  it,  is  indicated  in  another  part  of  this 
report. 

The  results  in  detail  of  the  investigation  are  reported  under  the 
several  clauses  of  the  resolution.  It  should  be  understood  that  the 
facts  related  herein  are  those  existent  at  the  time  of  the  Commission’s 
investigation. 

First  (a).  Whether  ant  common  carriers  by  railroad,  subject 

TO  THE  INTERSTATE-COMMERCE  ACT,  OR  EITHER  OF  THEM,  OWN  OR  HAVE 

ANY  INTEREST  IN,  BY  MEANS  OF  STOCK  OWNERSHIP  IN  OTHER  COR¬ 
PORATIONS  OR  OTHERWISE,  ANY  OF  THE  COAL  OR  OIL  WHICH  THEY,  OR 

EITHER  OF  THEM,  DIRECTLY  OR  THROUGH  OTHER  COMPANIES  WHICH 

THEY  CONTROL  OR  IN  WHICH  THEY  HAVE  ANY  INTEREST,  CARRY  OVER 

THEIR  OR  ANY  OF  THEIR  LINES  AS  COMMON  CARRIERS,  *  *  *. 

# 

Atchison ,  Topeka  &  Santa  Fe  Railway  Company. — The  Atchison, 
Topeka  &  Santa  Fe  Railway  Company  owns  all  the  outstanding 
bonds  ($389,000)  of  the  Toluca  Coal  Company.  The  capital  stock 
of  the  coal  company  ($500,000)  is  held  in  the  names  of  three  indi¬ 
viduals,  and  apparently  neither  the  carrier  nor  any  of  its  officials 
are  interested  therein. 

The  coal  company  owns  about  12,000  acres  of  coal  lands  in  Mar¬ 
shall  county  in  the  state  of  Illinois,  and  operates  one  mine  near 
Toluca,  with  a  daily  capacity  of  about  1,500  tons.  It  is  served  by 
the  Atchison,  Topeka  &  Santa  Fe  Railway  and  the  Chicago  &  Alton 
Railroad.  During  the  year  ending  June  30, 1912,  this  mine  produced 
257.473  tons  of  coal,  of  which  about  71  per  cent  was  sold  to  the  Santa 
Fe  and  J  of  1  per  cent  to  the  Alton ;  19J  per  cent  was  sold  and  shipped 
commercially,  and  the  remainder,  9  per  cent,  disposed  of  locally.  Of 
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the  commercial  shipments,  29  per  cent  moved  over  the  Santa  Fe 
and  71  per  cent  over  the  Alton. 

Chicago  <&  North  Western  Railway  Company. — The  Chicago  & 
North  Western  Kailway  Company  owns  the  entire  capital  stock  of 
the  Superior  Coal  Company  ($2,000,000)  and  of  the  Macoupin 
County  Railway  Company  ($10,000).  Neither  of  these  subsidiary 
companies  has  any  bonded  indebtedness. 

The  Superior  Coal  Company  owns  about  45,000  acres  of  coal  lands 
in  Macoupin  county,  in  the  state  of  Illinois,  upon  which  it  operates 
three  mines  served  by  the  Macoupin  County  Railway.  These  were 
opened  in  1904  for  the  purpose  of  furnishing  fuel  coal  for  use  of  the 
North  Western  line;  and  they  produce  about  2,000,000  tons  of  coal 
per  year,  of  which  between  90  and  95  per  cent  is  sold  to  the  North 
Western  line,  the  balance  consisting  largely  of  screenings  being  sold 
commercially,  principally  in  Chicago. 

The  Chicago  &  North  Western  has  no  track  connection  with  the 
Macoupin  County  Railway  but  is  now  building  a  line  from  Peoria  to 
a  junction  with  it  near  Girard.  The  new  line  will  be  known  as  the 
St.  Louis,  Peoria  &  North  Western  Railway  and  will  serve  six  inde¬ 
pendent  mines  when  opened  up. 

The  assertion  has  been  made  that  the  low  price  at  which  the 
Superior  Coal  Company,  by  virtue  of  its  association  with  the  carrier, 
sells  screenings  in  the  commercial  market,  is  detrimental  to  its  com¬ 
petitors. 

Chicago ,  Indianapolis  <&  Louisville  Railway  Company. — The  Chi¬ 
cago,  Indianapolis  &  Louisville  Railway  Company  owns  $299,500  of 
the  capital  stock  of  the  Chicago  &  Indianapolis  Coal  Company,  being 
the  entire  amount  outstanding  except  directors’  shares.  The  coal  com¬ 
pany  has  no  bonded  indebtedness.  It  owns  about  3,400  acres  of  coal 
lands  and  one  mine  in  Sullivan  county  in  the  state  of  Indiana,  both 
being  leased  on  a  royalty  basis  to  the  Monon  Coal  Company. 

The  Monon  Coal  Company  was  formed  by  certain  bankers  in 
1911,  at  the  solicitation  of  the  president  of  the  railway  company,  for 
the  purpose  of  developing  coal  properties  along  the  line  of  the  Chi¬ 
cago,  Indianapolis  &  Louisville  Railway.  The  Monon  Coal  Com¬ 
pany  has  issued  stock  to  the  amount  of  $1,000,000,  and  has  outstand¬ 
ing  bonds  to  the  amount  of  $2,750,000.  The  railway  company  owns 
25  per  cent  of  the  stock  which  was  acquired  under  the  organization 
plan  and  is  carried  on  its  books  at  a  nominal  value.  No  dividends 
have  yet  been  paid  on  this  stock.  The  remaining  75  per  cent  of  the 
stock  and  all  the  bonds  are  owned,  it  is  said,  by  persons  not  associated 
in  any  way  with  the  railway  company.  The  Chicago,  Indianapolis 
&  Louisville  Railway  Company  guarantees  the  interest  on  the  bonds 
of  the  coal  company. 
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In  addition  to  the  mine  of  the  Chicago  &  Indianapolis  Coal  Com¬ 
pany  (known  as  the  “Andromeda  ”),  the  Monon  Coal  Company  has 
acquired  five  other  mines  on  the  carrier’s  lines,  three  of  which  are 
owned  and  two  leased.  It  also  owns  three  mines  on  other  railroads  . 
in  Indiana. 

The  carrier  purchases  all  its  fuel  coal  (at  present  amounting  to 
1,500  tons  per  day)  from  the  Monon  Coal  Company,  including  the 
entire  output  of  the  “Andromeda”  mine  (about  600  tons).  The 
output  of  the  mines  of  the  Monon  Coal  Company  on  the  lines  of 
this  carrier  amounts  potentially  to  about  6,000  tons  per  day.  This 
product,  other  than  that  taken  by  the  railway  company,  is  sold 
largely  to  industries  located  on  its  rails,  and  it  is  the  plan  to  control 
as  much  of  this  commercial  business  as  possible;  the  remainder,  and 
the  product  of  the  Monon  mines  on  the  rails  of  other  carriers  is  sold 
in  Chicago  and  the  north  and  northwest. 

The  royalties  received  by  the  Chicago  &  Indianapolis  Coal  Com¬ 
pany  for  the  lease  of  its  property  to  the  Monon  Coal  Company  are 
not  disbursed  in  dividends  to  the  parent  railway  company,  but  are 
put  back  into  the  property  in  the  form  of  improvements.  In  addition, 
advances  bearing  no  interest  have  been  made  by  the  railway  com¬ 
pany  to  the  Chicago  &  Indianapolis  Coal  Company  for  the  improve¬ 
ment  of  the  property.  The  carrier  also  makes  loans  to  the  Monon 
Coal  Company,  upon  wdiich  3  per  cent  interest  is  charged,  for  the 
purpose  of  providing  that  company  with  working  capital,  the  other 
stockholders  of  the  coal  company  contributing  an  equal  proportion. 
To  this  end,  the  railway  company  has  advanced  $100,000,  now  repre¬ 
sented  by  a  note  of  the  coal  company,  indorsed  by  the  railway  com¬ 
pany,  which  was  discounted,  and  is  held  by  a  banking  house  in  New 
York;  the  other  stockholders  have  made  similar  advances  to  the 
amount  of  $300,000. 

Missouri  Pacific  Railway  Company  and  St.  Louis ,  Iron  Mountain 
<&  Southern  Railway  Company. — The  Missouri  Pacific  Railway  Com¬ 
pany  controls  the  St.  Louis,  Iron  Mountain  &  Southern  Railway 
Company  through  ownership  of  practically  all  its  capital  stock. 
The  Missouri  Pacific  owns  all  the  capital  stock  ($1,000,000)  and 
the  Iron  Mountain  owns  all  the  outstanding  bonds  ($1,000,000)  of 
the  Western  Coal  &  Mining  Company.  The  carriers’  fuel  agent  is 
vice  president  and  general  manager  of  the  coal  company. 

The  Western  Coal  &  Mining  Company  operates  mines  along  the 
lines  of  these  carriers  in  Illinois,  Missouri,  Kansas,  and  Arkansas, 
and  on  the  lines  of  other  carriers  in  Oklahoma.  It  has  one  mine  at 
Bush,  Williamson  county,  in  the  state  of  Illinois,  with  a  daily 
capacity  of  about  1,600  tons,  and  owns  in  Illinois  about  9,500  acres 
of  coal  lands  and  mineral  rights  in  Williamson,  Franklin,  and 
Jackson  counties.  A  statement  of  the  production  of  the  Bush  mine 
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and  the  percentage  sold  to  the  Missouri  Pacific  and  Iron  Mountain 
companies  follows : 


Year  ending  June  30. 

1910 

1911 

1912 

Tons  of  lump  and  mine  run  produced  for  shipment . 

141,621 

78.  68 
31,514 

203, 236 

97.32 
26,  778 

284, 413 

93.19 
32, 430 

Percentage  of  lump  and  mine  run  sold  to  the  carriers;  balance  commer¬ 
cially,  per  cent . 

Tons  of  screenings  sold  commercially . 

Coal  sold  commercially  is  shipped  principally  to  points  along  the 
lines  of  the  Missouri  Pacific  and  Iron  Mountain  roads. 

The  carriers’  fuel  agent  is  vice  president  of  the  Union  Fuel  Com¬ 
pany.  Twenty  per  cent  of  the  stock  of  that  company  stands  in  the 
vice  president’s  name,  but  is  said  to  belong  to  the  Western  Coal  & 
Mining  Company.  The  remaining  80  per  cent  is  owned  in  equal 
parts  by  the  Consolidated  Coal  Company  of  St.  Louis  and  the  Big 
Muddy  Coal  &  Iron  Company  (mentioned  hereinafter).  The  Union 
Fuel  Company  was  organized  by  these  interests  for  the  purpose  of 
selling  coal  locally  in  East  St.  Louis,  St.  Louis,  and  suburbs. 

Chicago ,  Milwaukee  <&  St.  Paul  Railway  Company. — The  Chicago, 
Milwaukee  &  St.  Paul  Railway  Company  owns  all  the  capital  stock 
($350,000)  of  the  St.  Paul  Coal  Company.  The  latter  has  no  bonded 
indebtedness,  but  on  June  30,  1912,  owed  the  carrier  $1,473,635.53  for 
cash  advances.  The  carrier  charges  the  coal  company  5  per  cent 
interest  on  advances. 

The  St.  Paul  Coal  Company  owns  and  leases  about  30,884  acres 
of  coal  lands  in  La  Salle,  Putnam,  and  Bureau  counties,  in  the  State 
of  Illinois.  It  operates  two  mines,  which  produced  for  shipment  in 
the  year  ending  June  30,  1912,  659,234  tons,  of  which  lump  and  mine 
run,  amounting  to  562,329  tons,  or  85.3  per  cent,  were  sold  to  the 
railway  company  for  fuel  purposes;  the  remainder,  consisting  en¬ 
tirely  of  screenings,  was  sold  to  the  B.  F.  Berry  Coal  Company, 
which  marketed  it  commercially.  The  St.  Paul  Coal  Company  also 
leases  to  B.  F.  Berry  Coal  Company,  on  a  royalty  basis,  2,560  acres 
of  its  lands,  upon  which  the  latter  operates  one  mine,  producing 
299,138  tons  during  the  year  ending  June  30,  1912.  This  product  is 
sold  commercially. 

The  Chicago,  Milwaukee  &  St.  Paul  Railway  Company  also  owns 
all  the  capital  stock  ($100,000)  of  the  Braceville  Coal  Company, 
which  owns  about  3,000  acres  of  coal  lands  and  one  mine  in  Grundy 
county,  in  the  state  of  Illinois.  This  mine  has  not  been  worked  since 
early  in  1910,  as  the  operation  of  the  company  was  no  longer  profit¬ 
able. 

•  _ 

The  carrier  has  from  time  to  time  made  cash  advances  to  the  Brace¬ 
ville  Coal  Company,  upon  which  interest  at  the  rate  of  5  per  cent  is 
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assessed.  The  amount  outstanding  on  this  account  as  of  June  30, 
1912,  was  $79,682.15. 

Illinois  Central  Railroad  Company. — The  Illinois  Central  Railroad 
Company  owns  the  entire  capital  stock  ($5,000)  of  the  Mississippi 
Valley  Corporation,  which  in  turn  owns  the  entire  capital  stock 
($5,000)  of  the  Madison  Coal  Corporation.  The  latter  has  no  bonded 
indebtedness.  One  of  the  vice  presidents  of  the  railroad  company 
is  chairman  of  the  board  of  directors  of  the  coal  corporation.  The 
carrier  makes  advances  to  the  Madison  Coal  Corporation,  on  which  it 
charges  4  per  cent  interest.  The  amount  outstanding  on  this  account 
as  of  June  30,  1912,  was  $1,859,000. 

The  Madison  Coal  Corporation  owns  and  leases  about  24,103  acres 
of  coal  lands  and  mineral  rights  in  Madison,  Macoupin,  Montgom¬ 
ery,  Sangamon,  Williamson,  and  St.  Clair  counties,  in  the  state  of 
Illinois.  Of  this,  4,135  acres  have  been  worked  out,  and  14,877  acres 
are  not  available  without  additional  mines  and  railway  facilities. 
The  corporation  operates  six  mines  on  the  lines  of  the  Illinois  Central 
having  a  daily  aggregate  capacity  of  about  10,400  tons.  During  the 
year  ending  June  30, 1912,  these  mines  produced  for  shipment  1,629,324 
tons,  of  which  1,615,892  tons,  or  99.18  per  cent,  were  sold  to  the 
Illinois  Central,  the  balance  being  sold  commercially.  The  carrier’s 
purchases  from  the  Madison  Coal  Corporation  during  that  year  con¬ 
stituted  about  64  per  cent  of  its  total  coal  purchases  in  Illinois. 
It  is  stated  that  since  September,  1911,  the  Madison  Coal  Corpora¬ 
tion  has  sold  no  coal  commercially,  the  railroad  company  taking  the 
entire  output  of  the  six  mines. 

Chicago ,  Rock  Island  &  Pacific  Railway  Company. — The  Chicago, 
Rock  Island  &  Pacific  Railway  Company  owns  all  the  capital  stock 
($50,000)  of  the  Coal  Valley  Mining  Company.  The  latter  has  no 
bonded  indebtedness.  The  carrier  makes  cash  advances  to  the  min¬ 
ing  company,  upon  which  no  interest  is  assessed,  amounts  due  the 
mining  company  for  fuel  coal  furnished  the  carrier  being  applied 
against  the  advances.  The  amount  due  the  carrier  from  the  mining 
company  as  of  June  30,  1912,  was  $57,027.70.  This  includes  a  charge 
of  $19,500,  representing  a  39  per  cent  dividend  declared  by  the  min¬ 
ing  company;  the  latter  did  not  pay  this  in  cash,  the  carrier  merely 
charging  the  amount  to  the  advance  account.  The  Coal  Valley  Min¬ 
ing  Company  owns  about  400  acres  of  coal  lands  and  two  mines,  in 
Mercer  county,  in  the  state  of  Illinois.  In  the  two  years  ending  June 
30,  1912,  these  mines  produced  377,400  tons  of  coal,  of  which  69.5  per 
cent  was  sold  to  the  railway  company,  and  the  balance  commercially. 

The  Chicago,  Rock  Island  &  Pacific  Railway  Company  also  owns 
$2,400,600  out  of  a  total  issue  of  $3,400,600  of  the  capital  stock,  and 
$273,000  out  of  a  total  issue  of  $2,773,000  of  the  outstanding  bonds 
of  the  Consolidated  Indiana  Coal  Company.  The  carrier  uncondi- 
H.  Doc.  1124,  63-2 - 2 
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tionally  guarantees  the  interest  on  $2,500,000  of  the  bonds  of  the 
coal  company,  and  on  June  30,  1912,  was  required  to  advance  to  the 
latter  $62,500  under  the  guarantee. 

The  Consolidated  Indiana  Coal  Company  owns  about  10,000  acres 
of  coal  lands  and  mineral  rights  in  Sullivan  county,  in  the  state  of 
Indiana,  about  5,800  acres  in  Franklin  county,  in  the  state  of  Illi¬ 
nois,  and  about  4,900  acres  in  Marion  and  Lucas  counties,  in  the  state 
of  Iowa.  It  operates  five  mines  on  its  Indiana  properties,  producing 
in  the.  two  years  ending  June  30,  1912,  1,630,261  tons  of  coal,  of 
which  28.4  per  cent  was  sold  to  the  Rock  Island  lines  and  the  bal¬ 
ance  commercially.  At  present  no  coal  is  being  produced  from  the 
Illinois  properties;  one  mine  is  being  developed  in  Iowa. 

The  carrier  makes  cash  advances  to  the  coal  company  from  time 
to  time,  the  amount  outstanding  as  of  June  30,  1912,  being  $1,584,- 
035.97.  No  interest  is  assessed  on  these  advances.  No  cash  is  re¬ 
ceived  from  the  coal  company  to  reduce  this  indebtedness,  but  the 
carrier  applies  against  it  the  amounts  of  vouchers  in  favor  of  the  coal 
company  covering  value  of  fuel  coal  furnished. 

The  Chicago,  Rock  Island  &  Pacific  Railway  Company  is  also 
interested  in  certain  coal  properties  in  Kansas  and  Colorado. 

Chicago  cfi  Eastern  Illinois  Railroad  Company. — The  Chicago  & 
Eastern  Illinois  Railroad  Company  owns  all  the  capital  stock  ($619,- 
300)  of  the  Brazil  Block  Coal  Company.  The  latter  has  no  bonded 
indebtedness.  The  Brazil  Block  Coal  Company  owns  about  2,910 
acres  of  coal  lands  and  mineral  rights  in  Clay,  Owen,  Warren,  and 
Vermilion  counties  in  the  state  of  Indiana,  of  which  about  250  acres 
in  the  last-named  county  have  been  worked  out.  Since  April  1,  1912, 
this  concern  has  not  been  an  operating  company,  its  one  mine  and 
part  of  its  lands  being  leased  to  the  J.  K.  Dering  Coal  Company. 
The  railroad  company  has,  from  time  to  time,  made  cash  advances 
to  the  Brazil  Block  Coal  Company,  taking  the  latter’s  notes  therefor. 
No  interest  is  assessed  on  these  advances.  The  amount  due  the  rail¬ 
road  company  on  this  account,  as  of  June  30,  1912,  was  $279,000. 

The  Chicago  &  Eastern  Illinois  Railroad  Company  owns  all  the 
capital  stock  ($500,000)  of  the  West  Jackson  Hill  Coal  Mining  & 
Transport  Company.  The  latter  has  no  bonded  indebtedness, 
The  West  Jackson  Hill  Company,  in  the  spring  of  1912,  sold  to  the 
railroad  company  3,025  acres  of  coal  lands  and  mineral  rights  in 
Sullivan  county,  in  the  state'  of  Indiana,  and  still  owns  about  4,742 
acres,  3,020  of  which  are  leased  to  other  companies.  The  West  Jack- 
son  Hill  Company  neither  owns  nor  operates  any  mines.  The  carrier 
has  from  time  to  time  made  cash  advances  to  the  West  Jackson  Hill 
Company,  upon  which  no  interest  is  assessed.  The  amount  due  the 
railroad  company  on  this  account  as  of  June  30,  1912,  was  $74,880.56. 
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Cleveland ,  Cincinnati ,  Chicago  &  St.  Louis  Railway  Company. — 
The  Cleveland,  Cincinnati,  Chicago  &  St.  Louis  Kailway  Company 
owns  all  the  capital  stock  (originally  $55,000,  but  increased  in  Octo¬ 
ber,  1913,  it  is  understood,  to  $1,500,000)  of  the  Chicago  &  Harrisburg 
Coal  Company.  The  latter  owns  about  840  acres  of  coal  lands  in 
Saline  county,  in  the  state  of  Illinois.  These  lands  were  leased 
in  1910  to  the  Saline  County  Coal  Company  on  a  royalty  basis,  but 
have  not  as  yet  been  developed.  Further  reference  to  the  interest 
of  this  carrier  in  coal  properties  is  embraced  in  the  appendix  to 
this  report  under  New  York  Central  lines,  pages  33-49. 

Illinois  Traction  Company. — The  Illinois  Traction  Company  owns 
the  stock  of  the  Illinois  Securities  Company,  a  holding  company. 
The  latter  in  turn  owns  control  of  the  stock  of  the  Danville  Con¬ 
sumers  Coal  Company  and  the  Kerns-Donewald  Coal  Company, 
operators  of  one  mine  each,  on  the  lines  of  the  Traction  system. 
Part  of  the  product  of  these  mines  is  used  in  the  operation  of  the 
traction  company’s  power  houses,  the  balance  being  sold  commer¬ 
cially. 

V  and  alia  Railroad  Company. — The  Pennsylvania  Company  owns 
the  majority  of  the  stock  of  the  Vandalia  Kailroad  Company  and 
also  owns  the  stock  of  the  Granite  Improvement  Company.  The 
Granite  Improvement  Company,  in  turn,  owns  the  entire  capital 
stock  ($20,000)  of  the  Yandalia  Mineral  Company,  having  purchased 
it  with  funds  furnished  by  the  Yandalia  Kailroad  Company.  The 
Lumaghi  Coal  Company  operates  mines  located  in  Madison  county, 
in  the  state  of  Illinois,  on  the  Yandalia  Kailroad,  and  ships  its 
product  over  that  line. 

In  1905  the  Yandalia  Mineral  Company  borrowed  $240,000  from  a 
St.  Louis  bank  on  its  12  notes  indorsed  by  the  Yandalia  Kailroad 
Company.  The  mineral  company  then  loaned  this  amount,  plus  the 
$20,000  received  from  the  sale  of  its  stock  (or  a  total  of  $260,000) 
to  the  Lumaghi  Coal  Company,  on  the  latter’s  13  notes  secured  by 
trust  deeds  to  certain  coal  lands  in  Madison  and  St.  Clair  counties, 
in  the  state  of  Illinois.  The  mineral  company’s  notes  bear  4  per 
cent  interest  and  are  payable  one  each  year,  beginning  with  1906. 
The  Lumaghi  notes  bear  2  per  cent  interest  and  are  also  payable 
one  each  year,  beginning  with  1906.  In  other  words,  the  Lumaghi 
Coal  Company  bought  certain  property  with  funds  borrowed  from 
the  mineral  company  and  placed  the  property  in  trust  with  the 
mineral  company  as  security  for  the  loan.  The  acreage  purchased 
by  the  Lumaghi  Company  under  this  transaction,  including  cer¬ 
tain  transfers  and  exchanges,  was  about  9.733  acres.  It  was  the 
intention  that  each  year  as  the  Lumaghi  notes  should  be  paid  off, 
the  Yandalia  Mineral  Company  would  transfer  back  to  the  Lumaghi 
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Company  an  equivalent  value  of  the  coal  lands  held  in  trust.  About 
578  acres  were  so  transferred  in  1906,  after  payment  of  the  first  note, 
but,  although  subsequent  notes  have  been  paid  off,  the  equivalent  in 
land  has  not  yet  been  released;  consequently,  the  mineral  company 
now  holds  in  trust,  as  security  for  the  unpaid  Lumaghi  notes,  about 
9,155  acres. 

The  contract  covering  this  transaction  expressly  stipulates  that  the 
Lumaghi  Coal  Company  shall  ship  the  product,  not  only  of  its  min¬ 
ing  operations  on  the  lands  so  purchased,  but  of  its  operations  on 
some  8,000  acres  additional,  already  owned  by  it,  over  the  lines  of  the 
Yandalia  Railroad  Company;  this  provision  is  also  embodied  in  the 
instruments  transferring  the  property  back  from  the  mineral  com¬ 
pany  to  the  Lumaghi  Company.  Failure  to  so  ship  the  product  of 
its  mines  operates  as  a  forfeiture  of  the  Lumaghi  Coal  Company’s 
rights  to  the  lands  in  question.  The  business  thus  assured  to  the 
Vandalia  Railroad  approximates  150,000,000  tons. 

The  Lumaghi  Coal  Company  operates  two  mines  on  this  property 
.  near  Cantine,  in  the  state  of  Illinois  (about  15  miles  from  St.  Louis), 
from  which  433,178  tons  of  coal  were  shipped  during  the  year  ending 
June  30,  1911. 

As  stated  above,  the  rate  of  interest  paid  by  the  Yandalia  Mineral 
Company  for  the  funds  borrowed  from  the  bank  is  4  per  cent,  while 
that  charged  the  Lumaghi  Coal  Company  is  2  per  cent.  The  deficit 
thus  caused  is  made  up  to  the  mineral  company  by  the  Granite  Im¬ 
provement  Company,  which  in  turn  is  reimbursed  by  the  Yandalia 
Railroad  Company.  To  all  intents  and  purposes,  therefore,  ignoring 
roundabout  methods,  the  Yandalia  Railroad  Company  borrows  money 
at  4  per  cent,  and  loans  it  to  a  coal  operator  and  shipper  at  2  per  cent, 
without  any  compensation,  other  than  the  traffic  furnished;  in  fact, 
the  whole  transaction  was  entered  into  for  the  purpose  of  securing 
this  traffic  exclusively  to  the  Yandalia  Railroad  Company.  Up  to 
date,  the  value  of  this  concession  to  the  coal  company  in  dollars  and 
cents  is  $20,872.23.  Such  an  arrangement  as  between  a  carrier  and  a 
shipper  being  considered  a  rebate  in  violation  of  the  Elkins  act,  the 
matter  was  referred  to  the  Department  of  Justice  with  the  result 
that  an  indictment  was  returned  against  the  carrier.1 

So  far  as  can  be  learned,  the  Yandalia  Railroad  Company  has  no 
interest,  either  direct  or  indirect,  in  the  securities  of  the  Lumaghi 
Coal  Company. 

Chicago  c&  Alton  Railroad  Company. — While  the  Chicago  &  Alton 
Railroad  Company  does  not  itself  own  any  coal  lands  in  Illinois,  it  is 
indirectly  interested  in  coal  acquired  by  subsidiaries  of  the  Union 
Pacific  Railroad  Company. 

1  Very  recently  a  jury  verdict  of  guilty  was  returned  on  this  indictment.  Sentence  has 
not  yet  been  pronounced. 


COAL  AND  OIL  INVESTIGATION. 


11 


The  Union  Pacific  Railroad  owns  the  majority  ($10,343,100)  of 
the  preferred  stock  of  the  Chicago  &  Alton,  but  does  not  control  the 
latter,  that  control  being  vested  in  the  Clover  Leaf  route  through 
ownership  of  a  majority  of  the  common  stock.  The  Union  Pacific 
Railroad  owns  the  entire  capital  stock  ($5,000,000)  and  all  the  out¬ 
standing  bonds  ($3,354,000)  of  the  Union  Pacific  Coal  Company. 
The  Union  Pacific  Coal  Company  in  turn  owns  the  entire  capital 
stock  ($100,000)  of  the  Illinois  Union  Coal  Company.  The  latter 
is  a  new  company  formed  for  the  purpose  of  acquiring  coal  lands 
in  Illinois,  and  its  officials  are  clerks  in  the  office  of  the  Chicago  & 
Alton  Railroad. 

The  Illinois  Union  Coal  Company  is  taking  up  options  on  ap¬ 
proximately  25,000  acres  of  coal  lands  in  Macoupin  county,  in  the 
state  of  Illinois,  along  the  line  of  the  Chicago  &  Alton  Railroad,  and 
the  president  of  the  latter  is  in  charge  of  these  purchases.  Although 
these  properties  have  not  as  yet  been  developed,  they  are  being 
acquired  for  the  purpose  of  furnishing  additional  tonnage  for  the 
Chicago  &  Alton  at  some  future  time.  The  Union  Pacific  Railroad 
Company  acts  as  financial  agent  for  the  Union  Pacific  Coal  Company 
and  the  Illinois  Union  Coal  Company,  and  one  man  acts  as  treas¬ 
urer  for  all  three  companies.  Drafts  in  settlement  of  properties 
purchased  for  the  Illinois  Union  Coal  Company  are  paid  by  the 
Union  Pacific  Railroad  Compan}T,  the  amounts  being  charged  to  the 
Union  Pacific  Coal  Company  on  the  railroad  books. 

First  (b).  Whether  any  common  carriers  by  railroad,  subject  to 

THE  INTERSTATE-COMMERCE  ACT,  *  *  *  IN  ANY  MANNER  OWN, 

CONTROL,  OR  HAVE  ANY  INTEREST  IN  COAL  LANDS  OR  PROPERTIES  *  *  *. 

Chicago  <£  Eastern  Illinois  Railroad  Company. — The  Chicago  & 
Eastern  Illinois  Railroad  Company  holds  by  ownership  and  lease¬ 
hold  approximately  42,053  acres  of  coal  lands  and  mineral  rights  in 
Montgomery  county  in  the  state  of  Illinois,  and  in  Clay,  Sullivan, 
and  Vermilion  counties  in  the  state  of  Indiana,  Upon  these  lands 
are  10  mines,  5  in  each  state,  owned,  but  not  operated,  by  the  railroad 
company.  This  property,  with  the  exception  of  about  628  acres  of 
coal  lands  in  Clay  county,  was  acquired  from  the  following  com¬ 
panies  with  the  proceeds  of  bonds  issued  for  that  purpose  as  of 
February  1,  1912 : 

Oak  Hill  Coal  &  Mining  Company,  5  mines  and  3,296  acres  of 
coal,  Vermilion  county;  West  Jackson  Hill  Coal  Mining  &  Transport 
Company,  3,025  acres  of  coal,  Sullivan  county;  Peabody  Coal  Com¬ 
pany,  1  mine  and  10,490  acres  of  coal,  Montgomery  county;  Burnwell 
Coal  Company,  2  mines  and  15,286  acres  of  coal,  Montgomery  county ; 
Kortkamp  Coal  Company,  1  mine  and  2,168  acres  of  coal,  Mont- 
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gomery  county;  Montgomery  County  Coal  Company,  1  mine  and 
7,160  acres  of  coal,  Montgomery  county. 

J.  K.  Dering,  a  stockholder  and  director  of  the  Oak  Hill  Coal  & 
Mining  Company,  acted  for  the  carrier  in  the  acquisition  of  the  prop¬ 
erty  of  that  company.  The  Chicago  &  Eastern  Illinois  acquired  the 
properties  of  the  Peabody,  Bumwell,  Kortkamp,  and  Montgomery 
companies  through  A.  R.  Byrd  &  Sons,  of  St.  Louis;  the  same  is  true 
of  the  properties  of  the  West  Jackson  Hill  Company,  notwithstand¬ 
ing  the  fact  that  the  entire  capital  stock  of  that  concern  was  owned 
by  the  Chicago  &  Eastern  Illinois  Railroad.  What  profit  accrued  to 
A.  R.  Byrd  &  Sons  or  what  disposition  was  made  thereof  does  not 
appear  of  record  in  these  proceedings. 

The  five  mines  and  approximately  1,880  acres  of  the  coal  pur¬ 
chased  of  the  Oak  Hill  company  were  leased  on  June  1,  191.2,  to  the 
J.  K.  Dering  Coal  Company.  Approximately  2,100  acres  of  the  coal 
purchased  of  the  West  Jackson  Hill  company  were  leased  on  Octo¬ 
ber  15,  1912,  to  the  J.  Woolley  Coal  Company,  the  carrier  agreeing 
to  construct  one  mine,  and,  if  necessary,  two  additional  mines,  on  the 
property.  The  mines  of  the  Peabody,  Burnwell,  Kortkamp,  and 
Montgomery  companies,  together  with  approximately  12,500  acres 
of  the  coal  acquired  of  them,  were  leased  on  May  1,  1912,  to  the 
Peabody  Coal  Company.  The  terms  of  these  leases  are  more  or  less 
similar,  and  cover  a  period  of  30  years  each.  They  provide  for  a 
fixed  annual  rental  for  the  properties  (in  the  case  of  the  Peabody 
company  the  amount  increasing  with  the  tonnage  output),  a  small 
royalty  per  ton  of  coal  mined  during  the  first  five  years,  increasing 
thereafter,  and  5  per  cent  interest  on  the  cost  of  additions  and  im¬ 
provements  which  are  to  be  made  by  the  carrier.  The  carrier  pays 
all  taxes.  In  the  Dering  and  Peabody  leases  the  carrier  agrees  to 
purchase  certain  minimum  tonnages  of  fuel  coal  per  year;  in  the 
Woolley  lease  it  agrees  to  purchase  all  coal  required  for  certain  di¬ 
visions;  in  all  three  the  carrier  is  given  the  right  to  demand  up  to 
50  per  cent  of  the  output.  The  prices  payable  by  the  carrier  for  coal 
furnished  are  determined  by  adding  a  flat  amount  per  ton  to  the  cost 
of  production,  including  all  royalties,  interest,  depreciation,  and 
overhead  expenses. 

It  is  worthy  of  notice  in  this  connection  that  five  mines  and  cer¬ 
tain  lands  acquired  by  the  carrier  of  the  Oak  Hill  company,  of 
which  J.  K.  Dering  was  a  part  owner,  were  leased  back  to  a  com¬ 
pany  formed  by  Mr.  Dering;  also  that  one  mine  and  part  of  the 
lands  acquired  by  the  carrier  of  the  Peabody  company  were  leased 
with  other  mines  and  coal  back  to  the  Peabody  Coal  Company. 
It  is  stated  positively  by  officials  of  the  carrier  and  of  both  these 
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coal  companies  that  the  carrier  has  no  interest,  direct  or  indirect,  in 
the  securities  of  the  coal  companies. 

A  distinct  advantage  accrues  to  the  three  coal  companies  from  these 
leases,  in  that  they  are  spared  the  expense  of  heavy  carrying  charges 
on  undeveloped  coal  lands,  and  their  funds  are  free  to  be  used  as 
working  capital.  For  example,  the  Peabody  Coal  Company,  before 
it  sold  its  properties  to  the  carrier,  had  several  hundred  thousand 
dollars  invested  in  properties,  whereas  now  it  has  more  mines  and 
coal  than  before,  but  without  any  investment,  and  consequently  has 
no  bonded  indebtedness  upon  which  to  pay  interest.  Furthermore, 
these  companies  at  all  times  make  a  substantial  profit  on  coal  sold  to 
the  carrier ;  many  operators  are  obliged  to  take  railroad  contracts  at 
cost  or  even  less  in  order  to  keep  their  mines  running  during  the 
summer,  trusting  to  commercial  sales  to  furnish  their  profit.  The 
advantages  which  the  J.  K.  Dering  Coal  Company,  the  J.  Woolley 
Coal  Company,  and  the  Peabody  Coal  Company  thus  enjoy  in  com¬ 
peting  with  other  operators  in  the  commercial  markets  are  obvious. 

Cleveland ,  Cincinnati ,  Chicago  &  St.  Louis  Railway  Company. — 
The  Cleveland,  Cincinnati,  Chicago  &  St.  Louis  Railway  Company 
purchased  in  1905,  1906,  and  1907  about  23,000  acres  of  coal  lands  and 
mineral  rights  in  Saline  and  Williamson  counties,  in  the  state  of 
Illinois,  and  has  since  purchased  13,500  acres  more  in  those  counties. 
In  addition  it  contracted  in  1912  for  the  purchase  of  some  60,000  acres 
in  Christian  and  Montgomery  counties,  this  property  being  paid  for 
by  the  Lake  Shore  &  Michigan  Southern  Railway  Company.  Titles 
to  these  properties  were  taken  in  the  name  of  the  Guaranty  Trust 
Company  of  New  York,  as  trustee,  so  that  the  property  would  not  be 
subject  to  the  general  mortgages  of  the  railway  companies. 

About  4,700  acres  of  lands  in  Saline  county  have  been  leased  on  a 
royalty  basis  to  the  Saline  County  Coal  Company;  part  of  this 
property  is  being  developed  in  connection  with  that  company’s  mine 
No.  3,  the  remainder  being  undeveloped.  While  the  amount  of 
royalty  exacted  by  the  carrier  is  small  as  compared  with  that  existing 
in  eastern  coal  fields,  it  seems  to  have  been  the  prevailing  rate  in  the 
Harrisburg  district  at  the  time  these  leases  were  made.  Further  de¬ 
tails  of  the  earlier  acquisitions  of  coal  lands  by  this  carrier  will  be 
found  in  the  appendix  to  this  report  under  the  caption  New  York 
Central-lines,  pages  33-49. 

Chicago ,  Burlington  &  Quincy  Railroad  C ompany . — The  Chicago, 
Burlington  &  Quincy  Railroad  Company  owns  about  30,851  acres  of 
coal  lands  and  mineral  rights  in  Franklin,  Montgomery,  and  Macou¬ 
pin  counties,  in  the  state  of  Illinois.  The  properties  are  undeveloped, 
and  the  carrier’s  officials  state  that  there  is  no  intention  of  developing 
them  in  the  near  future. 
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Second.  Whether  the  officers  of  any  of  the  carrier  companies 

AFORESAID,  OR  ANY  OF  THEM,  OR  ANY  PERSON  OR  PERSONS  CHARGED 
WITH  THE  DUTY  OF  DISTRIBUTING  CARS  OR  FURNISHING  FACILITIES  TO 
SHIPPERS  ARE  INTERESTED,  EITHER  DIRECTLY  OR  INDIRECTLY,  BY  MEANS 
OF  STOCK  OWNERSHIP  OR  OTHERWISE,  IN  CORPORATIONS  OR  COMPANIES 
OWNING,  OPERATING,  LEASING,  OR  OTHERWISE  INTERESTED  IN  ANY 
COAL  MINES,  COAL  PROPERTIES,  OR  COAL  TRAFFIC  *  *  *  OVER  THE 

RAILROADS  WITH  WHICH  THEY  OR  ANY  OF  THEM  ARE  CONNECTED  OR 
BY  WHICH  THEY  OR  ANY  OF  THEM  ARE  EMPLOYED. 

Toledo ,  St.  Louis  c§  Western  Railway  Company. — Several  of  the 
officials  of  the  Toledo,  St.  Louis  &  Western  Railway  Company  were 
formerly  interested  in  the  securities  of  the  Shoal  Creek  Coal  Com¬ 
pany,  but  it  is  stated  that  all  have  disposed  of  their  holdings,  with 
the  exception  of  Thomas  Hubbard,  chairman  of  the  board.  The 
capital  stock  of  the  Shoal  Creek  Coal  Company  is  $1,000,000  com¬ 
mon  and  $60,000  preferred,  of  which  Mr.  Hubbard  owns  $146,500 
and  $9,600,  respectively.  The  president  of  the  coal  company  states 
that  he  owns  84  per  cent  of  the  outstanding  bonds;  none,  so  far  as 
can  be  learned,  is  held  by  railroad  officials. 

The  Shoal  Creek  Coal  Company  owns  about  14,000  acres  of  coal 
lands  and  mineral  rights  in  Montgomery  and  Bond  counties,  in  the 
state  of  Illinois,  and  owns  and  operates  one  mine  at  Panama,  on  the 
Toledo,  St.  Louis  &  Western.  This  mine  produced,  in  the  year  end¬ 
ing  June  30,  1912,  445,875  tons  of  coal,  of  which  204,990  tons,  or  46 
per  cent,  were  sold  to  the  Toledo,  St.  Louis  &  Western.  Payments 
to  the  coal  company  by  the  carrier  during  the  same  year  constituted 
71  per  cent  of  the  carrier’s  entire  fuel  cost. 

On  April  1,  1911,  the  Toledo,  St.  Louis  &  Western  contracted, 
for  part  of  its  fuel  supply,  with  the  Clover  Leaf  Coal  Mining  Com¬ 
pany  (in  which  Geo.  H.  Ross,  then  vice  president  of  the  carrier, 
was  interested).  Beginning  with  August,  1911,  the  output  of:  this 
company’s  mine  was  taken  by  the  Bickett  Coal  &  Coke  Company, 
which  assumed  the  contract  with  the  carrier.  On  September  1,  1911 
(after  Mr.  Ross’s  retirement  as  vice  president),  the  carrier  made  a 
contract  with  the  Shoal  Creek  Coal  Company,  expiring  April  1, 
1914.  It  develops  that  the  prices  named  in  this  contract  were  in 
excess  (8  cents  for  lump  and  5  cents  for  mine  run)  of  that  at  the 
time  being  paid  the  Bickett  Company.  This  contract  provided  that 
the  price  should  increase  or  decrease  in  harmony  with  any  changes 
in  the  mining  wage  scales;  accordingly,  on  April  1,  1912,  the  prices 
were  increased  5  cents  per  ton.  On  the  same  date  the  contract  with 
the  Bickett  Company  expired,  and  since  that  time  the  carrier  has  pur¬ 
chased  no  coal  from  it.  The  president  of  the  Bickett  Company  states 
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that  he  has  been  unable  to  secure  a  contract  with  the  carrier,  but 
would  be  glad  to  sell  it  coal  at  a  certain  price.  That  certain  price 
is  7  cents  per  ton  less  than  the  carrier  is  paying  the  Shoal  Creek 
Coal  Company.  It  can  hardly  be  claimed  that  mining  conditions 
account  for  this  difference  in  price,  for  the  following  reasons: 

The  mines  are  located  in  the  same  district  and  county,  9  miles 
apart;  they  pay  the  same  mining  wage  scales;  they  are  working 
in  the  same  geological  seam;  the  thickness  of  the  seam  is  6  inches 
greater  in  the  case  of  the  Shoal  Creek  mine;  the  depth  of  the  coal 
is  20  feet  less  in  the  case  of  the  Shoal  Creek  mine ;  other  conditions 
are  the  same,  except  that  the  Shoal  Creek  coal  is  mined  by  machine, 
that  of  its  competitor  by  hand,  and  the  production  of  the  former  is 
double  that  of  the  latter.  The  cost  of  production,  therefore,  would 
appear  to  be  less,  if  anything,  in  the  case  of  the  Shoal  Creek  Com¬ 
pany  than  in  that  of  the  Bickett  Coal  &  Coke  Company. 

Chicago  Junction  Railway  Company. — Mr.  R.  Fitzgerald,  presi¬ 
dent  of  the  Chicago  Junction  Railway  Company,  owns  the  capital 
stock  of  the  Grant  Coal  Mining  Company.  The  coal  company  for¬ 
merly  operated  one  mine  at  Burnett,  Vigo  county,  in  the  state  of 
Indiana,  but  abandoned  it  about  April  1,  1912.  Mr.  Fitzgerald  has 
purchased  other  coal  properties  in  the  Clinton  district,  in  the  state 
of  Indiana,  and  is  arranging  to  sink  a  shaft  thereon.  The  operations 
of  the  new  mine  will  be  conducted  under  the  name  of  the  Grant  Coal 
Mining  Company.  It  is  said  that  the  Grant  company  has  never  sold 
any  coal  to  the  Chicago  Junction  Railway  Company  or  to  any  other 
company  with  which  Mr.  Fitzgerald  is  officially  connected,  and  that 
the  same  policy  will  obtain  when  the  new  mine  is  opened. 

The.  Wabash  Railroad  Company. — The  Wabash  Railroad  Com¬ 
pany  is  now  in  the  hands  of  receivers.  A  list  of  the  stockholders  of 
this  carrier  as  of  October  3,  1911,  shows  the  stock  to  be  largely  held 
in  the  names  of  members  of  the  Gould  family  and  J.  J.  Slocum  (who, 
it  is  understood,  represents  the  Russell  Sage  estate) .  The  records  of 
the  Consolidated  Coal  Company  of  St.  Louis  show  the  stock  of  that 
company  to  rest  largely  with  members  of  the  Gould  family  and 
Olivia  H.  Sage.  The  Consolidated  Coal  Company  of  St.  Louis 
(together  with  the  Western  Coal  &  Mining  Company  and  the  Big 
Muddy  Coal  &  Iron  Company)  owns  the  stock  of  the  Union  Fuel 
Company,  which  is  merely  a  selling  and  not  an  operating  company. 

The  Consolidated  Coal  Company  of  St.  Louis  owns  and  leases 
about  29,561  acres  of  coal  lands  and  mineral  rights  in  Madison, 
Macoupin,  and  Clinton  counties,  in  the  state  of  Illinois.  It  operates 
five  mines,  three  of  which  are  located  on  the  Wabash,  one  on  the 
Vandalia,  and  one  on  the  Baltimore  &  Ohio  Southwestern.  These 
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mines  produced  in  the  year  ending  June  30,  1912,  1,773,549  tons  of 
coal.  Of  this  tonnage,  there  were  sold  to  the  Wabash  330,829  tons, 
or  about  18J  per  cent,  and  to  the  Missouri  Pacific-Iron  Mountain 
lines  428,113  tons,  or  about  24  per  cent;  the  remainder  was  sold  com¬ 
mercially,  principally  in  Chicago,  St.  Louis,  the  west  and  northwest. 

Missouri  Pacific  Raihoay  Company  and  St.  Louis ,  Iron  Mountain 
cfi  Southern  Railway  Company. — O.  L.  Garrison,  president  of  the 
Big  Muddy  Coal  &  Iron  Company,  is  a  stockholder  and  was  formerly 
a  director  of  the  Missouri  Pacific.  He  is  now  a  director  of  the  Iron 
Mountain,  qualifying  therefor  by  the  holding  of  five  shares  of  stock 
belonging  to  the  Missouri  Pacific. 

The  Big  Muddy  Coal  &  Iron  Company  owns  and  leases  about  9,772 
acres  of  coal  lands  and  mineral  rights  in  Jackson  and  Williamson 
counties,  in  the  state  of  Illinois,  and  operates  four  mines.  The  St. 
Louis,  Iron  Mountain  &  Southern  serves  three  of  these  mines,  the 
Chicago,  Burlington  &  Quincy  two,  and  the  Illinois  Central  all  four. 
These  mines  produced  in  the  year  ending  June  30,  1912,  1,172,945 
tons  of  coal,  of  which  the  Missouri  Pacific-Iron  Mountain  lines 
bought  276,378  tons,  or  about  23^  per  cent,  the  remainder  being  sold 
commercially. 

Southern  Railway  Company. — Three  traffic  officials  of  the  Southern 
Bailway  Company  own  small  blocks  of  the  securities  of  the  Southern 
Coal  &  Mining  Company.  These  officials  are  located,  respectively, 
at  Charleston,  Memphis,  and  Louisville,  and  with  the  possible  excep¬ 
tion  of  the  Louisville  official,  have  nothing  to  do  with  traffic  fur¬ 
nished  by  the  coal  company.  All  three  gentlemen  express  themselves 
as  intending  to  sell  their  securities  as  soon  as  they  can  obtain  a  favor¬ 
able  market. 

The  Southern  Coal  &  Mining  Company  operates  10  mines  in  St. 
Clair  county  and  one  in  Clinton  county  in  the  state  of  Illinois, 
served  by  the  Southern  Bailway.  The  production  of  these  mines 
during  the  year  ending  June  30,  1912,  was  1,035,832  tons,  of  which 
there  were  sold  to  the  Southern  Bailway  Company  102,936  tons,  or 
about  10  per  cent. 

Baltimore  &  Ohio  Southwestern  Railway  Company. — Mr.  E.  C. 
Kramer,  of  East  St.  Louis,  district  attorney  of  the  Baltimore  &  Ohio 
Southwestern  Bailway  Company,  owns  15  shares  of  the  stock  of  the 
Breese  Trenton  Mining  Company,  an  operator  on  the  carrier’s  lines 
in  Illinois. 

New  York  Central  lines. — W.  C.  Brown  and  certain  other  officials 
of  the  New  York  Central  lines  were  active  in  the  promotion  of  two 
companies  operating  in  Saline  county — the  Saline  County  Coal  Com¬ 
pany  and  the  O’Gara  Coal  Company,  and  formerly  owned  large 
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blocks  of  the  securities  of  those  companies;  most  of  these  persons, 
however,  have  now  disposed  of  their  holdings.  The  Saline  County 
Coal  Company  was  incorporated  in  April,  1907,  with  a  capital  stock 
of  $375,000.  It  later  issued  bonds  to  the  amount  of  $300,000.  In 
October,  1908,  the  bonded  indebtedness  of  the  Saline  County  Coal 
Company  was  increased  to  $1,000,000,  of  which  there  is  said  to  be 
now  outstanding  $574,000.  In  July,  1910,  the  capital  stock  was 
increased  to  $1,250,000,  of  which  there  is  said  to  be  now  outstanding 
$689,125.  According  to  the  record,  the  Saline  County  Coal  Com¬ 
pany  holds  about  7,000  acres  of  coal  lands  and  mineral  rights,  about 
80  per  cent  of  which  is  leased  from  the  Cleveland,  Cincinnati,  Chi¬ 
cago  &  St.  Louis  Railway  Company  as  indicated  hereinbefore.  The 
coal  company  owns  three  mines,  one  of  which  has  been  worked  out 
and  abandoned;  the  other  two  were  constructed  with  the  proceeds  of 
the  later  issues  of  bonds  and  stocks  and  are  located  on  property 
leased  from  the  railway  company  and  others.  The  Saline  County 
Coal  Company’s  production  for  shipment  is  said  to  be  from  80  to 
100  cars  of  coal  per  day,  part  of  which  output  is  sold  to  the  New 
York  Central  lines  for  locomotive  fuel  and  the  remainder  commer¬ 
cially.  It  is  understood  that  this  company  has  recently  acquired 
the  control  of  the  Harrisburg  Southern  Coal  Company,  operating 
a  mine  nenr  Eldorado,  in  the  state  of  Illinois. 

The  O'Gara  Coal  Company  was  incorporated  in  July,  1905,  and 
took  over  for  development  properties  consisting  of  coal  lands  and 
mines  which  had  been  secured  under  options  several  months  previously 
by  Thomas  J.  O'Gara  and  others.  The  company  was  capitalized  at 
$6,000,000  and  later  issued  bonds  to  the  amount  of  $3,000,000.  It 
holds  at  present  by  lease  and  ownership  more  than  30.000  acres  of 
coal  lands  and  mineral  rights  in  the  Harrisburg  District.  It  owns 
about  14  mines,  2  or  3  of  which  are  now  worked  out  and  closed  down. 
The  company  is  said  to  produce  for  shipment  from  200  to  300  cars  of 
coal  per  day,  a  large  part  of  which  output  is  sold  to  the  New  York 
Central  lines  for  locomotive  purposes  and  the  balance  to  other  car¬ 
riers  and  industries  in  Chicago,  the  west,  and  northwest.  In  Sep¬ 
tember,  1913,  the  O’Gara  Coal  Company  went  into  voluntary  bank¬ 
ruptcy,  and  receivers  in  the  persons  of  Thomas  J.  O’Gara  and  Fred 
A.  Busse  were  appointed  by  the  court  to  administer  its  affairs. 

Further  details  relating  to  the  activities  of  the  carriers’  officials 
in  connection  with  these  coal  companies  will  be  found  in  the  appendix 
to  this  report,  pages  33-49. 
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Third.  Whether  there  is  any  contract,  combination  in  the  form 

OF  TRUST,  OR  OTHERWISE,  OR  CONSPIRACY  IN  RESTRAINT  OF  TRADE  OR 
COMMERCE  AMONG  THE  SEVERAL  STATES,  IN  WHICH  ANY  COMMON  CAR¬ 
RIER  ENGAGED  IN  THE  TRANSPORTATION  OF  COAL  OR  OIL  IS  INTERESTED, 
OR  TO  WHICH  IT  IS  A  PARTY ;  AND  WHETHER  ANY  SUCH  COMMON  CAR¬ 
RIER  MONOPOLIZES  OR  ATTEMPTS  TO  MONOPOLIZE,  OR  COMBINES  OR  CON¬ 
SPIRES  WITH  ANY  OTHER  CARRIER,  COMPANY  OR  COMPANIES,  PERSON 
OR  PERSONS  TO  MONOPOLIZE  ANY  PART  OF  THE  TRADE  OR  COMMERCE  IN 
COAL  OR  OIL,  OR  TRAFFIC  THEREIN  AMONG  THE  SEVERAL  STATES  OR  WITH 
FOREIGN  NATIONS,  AND  WHETHER  OR  NOT,  AND  IF  SO,  TO  WHAT  EXTENT 
SUCH  CARRIERS,  OR  ANY  OF  THEM,  LIMIT  OR  CONTROL,  DIRECTLY  OR 
INDIRECTLY,  THE  OUTPUT  OF  COAL  MINES  OR  THE  PRICE  OF  COAL  AND 
OIL  FIELDS  OR  THE  PRICE  OF  OIL. 

Elgin ,  Joliet  <&  Eastern  Railway  Company. — Subsidiaries  of  the 
United  States  Steel  Corporation  own  the  capital  stock  of  the  Chi¬ 
cago,  Lake  Shore  &  Eastern  Railway  Company  and  that  of  the  El¬ 
gin,  Joliet  &  Eastern  Railway  Company.  The  property  of  the 
former  railway  is  operated  under  lease  by  the  latter. 

The  Steel  Corporation,  through  its  subsidiary  steel  companies, 
has  for  several  years  been  acquiring  coal  properties  in  Indiana  and 
Illinois,  until  on  December  31,  1911,  it  owned  63,993  acres  of  coal 
lands  and  mineral  rights  and  six  mines  (one  now  closed  down). 
These  properties  are  located  in  Vermilion,  Franklin,  and  William¬ 
son  counties,  in  the  state  of  Illinois,  and  in  the  Clinton  field,  in  the 
state  of  Indiana.  The  mines  are  operated  by  the  Bunsen  Coal  Com¬ 
pany  (owned  by  the  Federal  Steel  Company)  and  are  located,  four  at 
or  near  Westville,  in  the  state  of  Illinois,  and  one  near  Clinton,  Ind. 

Under  date  of  February  1,  1909,  the  Chicago,  Lake  Shore  &  East¬ 
ern  Railway  Company  entered  into  a  contract  with  the  Chicago  & 
Eastern  Illinois  Railroad  Company  whereby  the  former  was  granted 
certain  trackage  rights  for  the  hauling  of  coal,  sand7  stone,  etc.,  over 
portions  of  the  lines  of  the  latter.  The  Chicago,  Lake  Shore  & 
Eastern’s  part  of  this  contract  is  now  fulfilled  by  its  lessee,  the  Elgin, 
Joliet  &  Eastern.  By  virtue  of  this  contract  the  Elgin,  Joliet  &  East¬ 
ern  Railway  moves  traffic  by  its  own  power  from  points  on  the  Chi¬ 
cago  &  Eastern  Illinois  to  steel  plant  destinations  on  its  own  rails, 
and  files  with  the  Commission  the  rates  governing  the  traffic.  The 
Chicago  &  Eastern  Illinois  publishes  like  rates  from  the  same  points 
of  origin  on  its  own  lines  to  the  same  Elgin,  Joliet  &  Eastern  destina¬ 
tions.  In  other  words,  the  traffic  can  move  from,  say,  Westville,  in 
the  state  of  Illinois,  to  Gary,  in  the  state  of  Indiana,  (1)  via  Elgin, 
Joliet  &  Eastern  trains  all  the  way,  or  (2)  via  Chicago  &  Eastern 
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Illinois  trains  to  Chicago  Heights,  thence  to  destination  via  the 
Elgin,  Joliet  &  Eastern. 

In  the  former  case  (i.  e.,  where  the  traffic  moves  under  Elgin, 
Joliet  &  Eastern  tariff)  the  Elgin,  Joliet  &  Eastern,  in  addition  to 
incurring  the  expense  of  operating  its  trains,  pays  the  Chicago  & 
Eastern  Illinois  a  trackage  charge  based  on  a  train-mile  rate  (in 
most  cases  $1).  That  a  large  volume  of  traffic  moves  in  this  manner 
is  evidenced  by  the  fact  that  during  the  year  ending  June  30,  1912, 
these  trackage  charges  aggregated  $576,507.35.  In  the  latter  case 
(i.  e.,  where  the  traffic  moves  under  the  Chicago  &  Eastern  Illinois 
tariff),  although  it  is  doubtful  if  any  considerable  tonnage  moves 
in  this  manner,  the  Elgin,  Joliet  &  Eastern  receives  a  substantial 
division  of  the  through  rate.  For  instance,  in  a  haul  from,  say, 
Westville  to  Gary  the  74-cent  rate  divides  44  cents  to  the  Chicago  & 
Eastern  Illinois  for  a  107-mile  haul  (or  less  than  one-half  cent  per 
ton-mile)  and  30  cents  to  the  Elgin,  Joliet  &  Eastern  for  a  25-mile 
haul  (or  about  one  and  one-fiftli  cents  per  ton-mile). 

It  is  therefore  obvious  that  business  moving  under  the  Elgin, 
Joliet  &  Eastern  tariff  is  more  advantageous  to  the  Elgin,  Joliet  & 
Eastern  than  that  moving  under  the  Chicago  &  Eastern  Illinois 
tariff;  otherwise  the  traffic  would  move  under  the  latter.  Upon  the 
theory  that  these  rates  are  profitable,  inasmuch  as  they  were  estab¬ 
lished  voluntarily  by  the  carriers,  the  Chicago  &  Eastern  Illinois  pre¬ 
sumably  makes  a  profit  when  it  hauls  the  traffic  to  Chicago  Heights. 
Even  taking  into  consideration  the  trackage  charge,  it  is  doubtful 
whether  it  costs  the  Elgin,  Joliet  &  Eastern  any  more  to  make  the 
haul  to  Chicago  Heights  than  it  does  the  Chicago  &  Eastern  Illinois, 
or  even  as  much.  Hence,  any  profit  that  results  from  the  mines-to- 
Chicago  Heights  haul  under  the  Elgin,  Joliet  &  Eastern  tariff  is 
made  by  the  Elgin,  Joliet  &  Eastern,  and  indirectly  inures  to  the 
benefit  of  its  principals,  the  subsidiary  steel  companies  of  the  United 
States  Steel  Corporation.  The  Chicago  &  Eastern  Illinois  accord¬ 
ingly  makes  less  by  this  arrangement  than  if  it  handled  the  business 
over  its  own  rails;  consequently  the  Chicago  &  Eastern  Illinois  con¬ 
tributes  to  the  benefit  accruing  indirectly  to  the  steel  companies. 
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Fourth. — If  the  Interstate  Commerce  Commission  shall  find 

THAT  THE  FACTS,  OR  ANY  OF  THEM,  SET  FORTH  IN  THE  THREE  PARA¬ 
GRAPHS  ABOVE  DO  EXIST,  THEN  THAT  IT  BE  FURTHER  REQUIRED  TO 
REPORT  AS  TO  THE  EFFECT  OF  SUCH  RELATIONSHIP,  OWNERSHIP,  OR 
INTEREST  IN  COAL  OR  COAL  PROPERTIES  AND  COAL  TRAFFIC,  OR  OIL,  OIL 
PROPERTIES,  OR  OIL  TRAFFIC  AFORESAID,,  OR  SUCH  CONTRACTS  OR  COMBI¬ 
NATIONS  IN  FORM  OF  TRUST  OR  OTHERWISE,  OR  CONSPIRACY  OR  SUCH 
MONOPOLY  OR  ATTEMPT  TO  MONOPOLIZE  OR  COMBINE  OR  CONSPIRE  AS 
AFORESAID,  UPON  SUCH  PERSON  OR  PERSONS  AS  MAY  BE  ENGAGED  INDE¬ 
PENDENTLY  OF  ANY  OTHER  PERSONS  IN  MINING  COAL  OR  PRODUCING 
OIL  AND  SHIPPING  THE  SAME,  OR  OTHER  PRODUCTS,  WHO  MAY  DESIRE 
TO  SO  ENGAGE,  OR  UPON  THE  GENERAL  PUBLIC  AS  CONSUMERS  OF  SUCH 
COAL  OR  OIL. 

One  of  the  evils  likely  to  arise  from  the  interest  of  railway  com¬ 
panies  in  coal  properties  is  discrimination  in  purchases  of  coal  for  the 
carriers’  own  use.  Railroad  coal  is  generally  purchased  under  yearly 
contracts  which  provide  a  minimum  tonnage  which  the  carrier  must 
take  and  a  maximum  tonnage  which  it  may  demand.  The  contracts 
are  usually  let  at  low  prices,  operators  being  very  anxious  to  secure 
them,  even  though  unremunerative,  in  order  to  keep  their  mines  run¬ 
ning  during  the  summer ;  they  depend  for  their  profit,  as  heretofore 
stated,  upon  the  increased  commercial  demand  and  higher  prices 
obtaining  during  the  winter  months. 

If  the  carrier  has  no  interest,  direct  or  indirect,  in  the  coal  prop¬ 
erties  on  its  lines,  there  is  no  incentive  to  distribute  its  orders  for  fuel 
coal  otherwise  than  equitably  among  the  operators.  If,  on  the  other 
hand,  the  carrier  is  interested  in  certain  properties,  and  not  in  others, 
it  can  distribute  its  fuel  orders  in  such  a  way  as  to  redound  to  the 
advantage  of  its  associated  operator  and  to  the  disadvantage  of  the 
independent  operator.  This  can  be  accomplished  by  ordering  the 
contract  minimum  tonnage  of  the  independent  operator  during  the 
summer,  when  commercial  demands  are  light  and  prices  low,  and  de¬ 
manding  the  contract  maximum  tonnage  of  him  during  the  winter 
months  when  commercial  demands  are  heavy  and  prices  high.  In  other 
words,  during  the  season  when  commercial  business  is  slack,  the  asso¬ 
ciated  operator  may  get  more  than  an  equitable  share  of  railroad 
orders,  and  is  enabled  to  keep  his  mines  running  and  his  yearly 
average  cost  per  ton  low,  whereas  the  independent  operator  may  get 
less  than  his  equitable  share  of  railroad  orders  and  his  yearly  average 
cost  per  ton  will  be  correspondingly  higher.  In  the  season  when  com¬ 
mercial  business  is  brisk  the  carrier  may  demand  of  the  associated 
operator  as  little  tonnage  as  possible,  leaving  him  free  to  secure 
profitable  commercial  orders,  whereas  it  may  demand  its  maximum 
tonnage  of  the  independent  operator,  and  thus  keep  him  from  secur- 
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ing  his  share  of  the  profitable  commercial  business.  Yet,  despite 
this  possible  disadvantage,  the  independent  operator  is  glad  to  secure 
whatever  railroad  orders  he  can,  as  his  cost  per  ton  is  thereby  less 
than  if  he  received  no  railroad  orders  at  all. 

A  more  potent  evil  arising  from  the  mutual  interests  of  carriers 
and  coal  companies  lies  in  the  fact  that,  inasmuch  as  there  are  in 
reality  two  profits,  one  in  the  sale  and  the  other  in  the  transporta¬ 
tion  of  the  coal,  the  profit  in  the  freight  rate  becomes  an  added  factor 
in  the  competition  for  commercial  coal  business.  When  an  independ¬ 
ent  operator  pays  freight,  demurrage,  or  reconsigning  charges  he  parts 
with  his  money  permanently,  whereas  in  the  case  of  an  operator  asso¬ 
ciated  with  the  carrier,  such  payments  merely  effect  a  transfer  from 
one  treasury  to  another,  the  two  profits  remaining  in  the  possession  of 
the  joint  interests.  The  same  results  obtain,  of  course,  even  if  the 
consignee  pays  the  charges.  It  would  therefore  appear  that  the  asso¬ 
ciated  operator  can  undersell  his  independent  competitor  by  the 
amount  of  the  profit  on  the  freight  rate,  yet  the  joint  interests  will 
still  be  making  as  much  profit  as  is  the  independent  operator  produc¬ 
ing  coal  at  the  same  cost  and  selling  it  at  the  same  price. 

This  condition  is  perhaps  more  flagrant  in  the  vicinity  of  East 
St.  Louis  than  in  other  parts  of  Illinois.  It  is  particularly  aggra¬ 
vated  there,  by  reason  of  the  presence  of  what  are  known  as  indus¬ 
trial  railroads  which  are  under  the  same  ownership  as  the  mines 
which  they  serve. 

As  illustrating  the  relations  between  industrial  railroads  and  coal 
companies,  the  following  instances  are  cited,  all  of  which,  it  should 
be  understood,  refer  to  the  period  covered  by  the  Commission’s 
investigation : 

St.  Louis ,  Troy  &  Eastern  Railway  Company. — The  Merchants’ 
&  Manufacturers’  Investment  Company  owns  the  capital  stock  of  the 
St.  Louis,  Troy  &  Eastern  Railway  Company,  and  also  that  of  the 
Donk  Brothers  Coal  &  Coke  Company.  The  St.  Louis,  Troy  &  East¬ 
ern  Railway  Company  operates  about  19  miles  of  main  track  between 
East  St.  Louis  and  Troy,  and  T  miles  of  track  between  Edwardsville 
and  Formosa,  in  the  state  of  Illinois.  There  are  but  three  mines  on 
the  lines  of  this  carrier,  and  they  belong  to  the  Donk  Brothers  Coal  & 
Coke  CompanjL  The  tonnage  produced  by  these  mines  and  shipped 
over  the  lines  of  the  carrier,  and  the  percentage  it  bears  to  the  total 
tonnage  of  all  kinds  handled,  follows : 


Year  ending  June  30 — 

Tonnage  of 
Donk  mines 
shipped  over 
the  lines  of  the 
carrier. 

Percentage  of 
tonnage  from 
Donk  mines  to 
total  tonnage 
handled. 

1909 . 

823, 236 
814, 178 

96.64 

1910 . 

93.56 

1911 . 

810, 989 

85.62 

1912 . 

754, 938 

80.01 
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The  remainder  of  the  tonnage  hauled  by  the  St.  Louis,  Troy  & 
Eastern  consists  principally  of  anthracite  coal  and  oils.  Anthracite 
coal  has  for  the  past  three  years  constituted  between  4  and  5  per 
cent  of  the  total  tonnage  handled  by  the  carrier.  The  traffic  origi¬ 
nates  in  the  east  and  is  turned  over  to  the  St.  Louis,  Troy  &  Eastern 
at  Edwardsville  by  the  Toledo,  St.  Louis  &  Western  (Clover  Leaf 
route)  for  haul  to  East  St.  Louis.  Until  recently  the  St.  Louis,  Troy 
&  Eastern  has  enjoyed  a  division  of  17^  per  cent  of  the  through  rate 
for  its  haul  of  less  than  25  miles.  It  is  stated  that  this  division  is  now 
but  12-J  per  cent.  The  reason  for  this  routing,  when  the  Clover  Leaf 
could,  with  shorter  mileage,  move  the  traffic  all  the  way  to  East 
St.  Louis,  is  apparent,  when  it  is  stated  that  about  64  per  cent  of  this 
anthracite  traffic  is  consigned  to  Donk  Brothers  Coal  &  Coke  Com¬ 
pany.  The  remainder  is  consigned  to  Devoy  &  Kuhn  Coal  &  Coke 
Company.  There  is  said  to  be  no  relation  between  these  two  coal 
companies  other  than  that  of  seller  and  buyer. 

The  point  may  be  illustrated  by  a  concrete  example : 

On  a  shipment  of  anthracite  coal  in  January,  1912,  from  Black  Rock,  N.  Y., 
consigned  to  Donk  Brothers  Coal  &  Coke  Company,  at  East  St.  Louis,  Ill., 
the  through  rate  was  $1.95  plus  a  bridge  arbitrary  of  SO  cents.  The  $1.95  rate 
divided,  49  per  cent,  or  $0.96,  to  the  Pere  Marquette,  for  a  haul  of  about  307 
miles  from  Bridgeburg,  Ont.,  to  Toledo,  Ohio;  33£  per  cent,  or  $0.65,  to  the 
Clover  Leaf,  for  a  haul  of  about  433  miles  from  Toledo  to  Edwardsville;  and 
17£  per  cent,  or  $0.34,  to  the  St.  Louis,  Troy  &  Eastern  for  a  haul  of  less  than 
25  miles  from  Edwardsville  to  destination. 

The  Clover  Leaf,  by  hauling  the  traffic  18  miles  farther  (Edwards¬ 
ville  to  East  St.  Louis),  instead  of  turning  it  over  to  the  connecting 
line,  could  secure  51  per  cent  of  the  through  rate,  or,  in  the  instance 
cited,  99^  cents  (less  possibly  a  switching  charge  at  destination). 
The  haul  from  Edwardsville  to  East  St.  Louis  is  competitive,  and  it 
is  obvious  that  the  Clover  Leaf  would  not  turn  over  this  business 
to  a  competitor,  especially  at  such  an  exorbitant  division  of  the  rate, 
were  not  the  St.  Louis,  Troy  &  Eastern  associated  with  the  Donk 
Company;  it  was  no  doubt  to  secure  its  own  haul  that  it  consented 
to  such  an  arrangement.  The  result  is  that  the  interests  controlling 
the  coal  company  and  the  carrier  receive  the  benefit  of  the  profit  on 
the  Edwardsville-to-East  St.  Louis  haul,  in  addition  to  any  profit 
accruing  on  the  sale  of  the  coal.  The  same  interests  also  benefit  in 
connection  with  shipments  routed  in  the  same  manner  but  consigned 
to  Devoy  &  Kuhn  Coal  &  Coke  Company. 

The  profit  from  all  operations  of  the  carrier  from  the  date  of  its 
formation  to  December  31,  1911  (about  11  years),  was  nearly 
$1,500,000,  or  an  average  of  $136,000,  or  39  per  cent,  yearly  on  an 
original  capitalization  of  $350,000. 
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The  advantages  which  the  joint  interests  enjoy  by  virtue  of  the  con¬ 
trol  of  both  railroad  and  coal  company  over  owners  of  coal  com¬ 
panies  not  similarly  situated  are  apparent. 

St.  Louis  &  OR  allon  Railway  Company. — The  St.  Louis  &  O’Fal¬ 
lon  Railway  Company,  the  St.  Louis  &  O’Fallon  Coal  Company,  and 
the  Western  Anthracite  Coal  &  Coke  Company  are  interrelated 
through  a  common  control  of  the  stock. 

The  St.  Louis  &  O’Fallon  Railway  extends  from  East  St.  Louis 
to  mine  No.  2,  a  distance  of  about  8.64  miles.  Located  upon  the 
tracks  of  this  carrier  are  the  two  mines  of  the  St.  Louis  &  O’Fallon 
Coal  Company.  The  output  of  these  mines  is  purchased  by  the  West¬ 
ern  Anthracite  Coal  &  Coke  Company,  moves  over  the  lines  of  the 
carrier  to  East  St.  Louis,  and  is  sold  principally  in  the  St.  Louis 
market.  The  tonnage  produced  by  the  O'Fallon  mines,  and  shipped 
over  the  line  of  the  carrier,  and  the  percentage  it  bears  to  the  total 
tomiage  of  all  kinds  handled,  follow: 


Year  ending  June  30— 

Tonnage  of  the 
two  mines 
shipped  over 
line  of  St. 
Louis  & 
O’Fallon  R,y. 

Percentage  it 
bears  to  the 
total  tonnage 
handled. 

1909 . 

575, 555 

79. 25 

1910 . 

800, 630 
799, 903 
690. 492 

66.  55 

1911 . 

58.01 

1912 .  ..  .  . 

58.33 

The  balance  of  the  carrier’s  traffic  is  largely  composed  of  coal 
originating  at  two  mines  on  the  East  St.  Louis  &  Surburban  Rail¬ 
way.  Traffic  other  than  coal  constitutes  less  than  1  per  cent  of  the 
road’s  business,  and  half  of  this  consists  of  supplies  for  the  O’Fallon 
mines. 

That  the  operations  of  the  St.  Louis  &  O’Fallon  Railway  Company 
are  profitable  is  evidenced  by  the  fact  that  its  income  account  for  the 
year  ending  June  30,  1912,  shows  a  surplus  of  $74,237.99,  after  pay¬ 
ing  a  dividend  of  10  per  cent,  amounting  to  $15,000.  The  fact  that 
this  surplus  remains  under  the  control  of  the  interests  that  own  the 
coal  company,  as  well  as  the  railway,  gives  a  distinct  advantage  in 
the  competition  for  coal  business  over  coal  companies  which  are  not 
similarly  associated  with  railways.  The  profit  in  the  operation  of 
the  railway  would,  if  desired,  permit  the  joint  interests  to  undersell 
their  competitors  in  the  coal  market  and  still  be  at  least  on  an  equality 
with  them,  so  far  as  the  amount  of  profit  per  ton  is  concerned. 

Litchfield  <&  Madison  Railway  Company. — The  Illinois  Company, 
a  holding  company,  owns  the  controlling  interest  in  the  stock  of  the 
Litchfield  &  Madison  Railwav  Companv  and  is  said  also  to  own  the 

i  JL  «y 

control  of  the  Mount  Olive  &  Staunton  Coal  CompanjL 
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The  Litchfield  &  Madison  Railway  is  located  in  Madison  county 
mod  is  about  50  miles  in  length.  Of  the  total  traffic  handled  by  the 
carrier  during  the  year  ending  June  30,  1912,  787,897  tons,  or  89J 
per  cent,  consisted  of  coal  from  the  two  mines  of  the  Mount  Olive  & 
Staunton  Coal  Company  and  50,516  tons,  or  5f  per  cent,  from  other 
mines.  The  balance  of  the  carrier’s  traffic,  4f  per  cent,  was  general  in 
character.  The  coal  produced  by  the  Mount  Olive  &  Staunton  mines 
is  said  to  be  of  a  high  domestic  grade ;  by  far  the  larger  portion  of  it 
is  sold  commercially  in  the  St.  Louis  market.  Less  than  1  per  cent  of 
the  output  is  sold  to  the  Litchfield  &  Madison  for  locomotive  purposes. 

Owing  to  the  common  ownership  of  the  carrier  and  the  coal  com¬ 
pany  and  the  fact  that  the  product  of  the  latter  is  hauled  by  the 
former,  it  would  appear  that  any  profit  in  the  freight  rate  can,  if 
necessary,  be  used  as  a  factor  in  competing  for  commercial  coal 
business. 

Spring  field  Terminal  Railroad  Company . — The  Springfield  Ter¬ 
minal  Railroad  Company  operates  7  miles  of  track  (including 
switches  and  leased  lines)  near  Springfield,  Sangamon  county,  in 
the  state  of  Illinois.  It  connects  with  seven  other  railroads  running 
into  Springfield,  and  all  its  traffic  is  moved  under  a  switching  tariff 
on  file  with  the  Commission.  Under  this  tariff  the  carrier  receives 
$1  and  $2  per  car  for  switch  movements.  The  stock  of  the  Spring- 
field  Terminal  Railroad  Company  is  owned,  it  is  said,  by  the  same 
interests  that  owm  the  Jones  &  Adams  Coal  Company.  This  coal 
company  operates  one  mine  on  the  line  of  the  carrier,  producing,  in 
<the  year  ending  June  30, 1911,  about  385,000  tons  of  coal. 

Chicago  <&  Illinois  Midland  Railroad  Company. — The  Chicago  & 
Illinois  Midland  Railroad  Company  is  controlled  by  the  Common¬ 
wealth  Edison  Company  and  the  Peabody  Coal  Company  through 
joint  ownership  of  the  stock.  This  road  is  about  25  miles  in  length 
and  connects  with  the  Illinois  Central,  the  Chicago  &  Alton,  the 
Wabash,  and  the  Baltimore  &  Ohio  Southwestern,  with  all  of  which 
it  has  joint  rates,  receiving,  on  traffic  destined  for  Chicago,  divisions 
amounting  to  about  20  per  cent  of  the  through  rate. 

The  Commonwealth  Edison  Company  and  Francis  S.  Peabody 
control  the  Illinois  Midland  Coal  Company,  which  operates  two 
mines  in  Sangamon  county,  one  at  Pawnee,  on  the  Chicago  &  Illinois 
Midland,  and  one  at  Sherman,  on  the  Chicago  &  Alton.  These 
mines  produced  for  shipment  in  the  year  ending  June  30,  1911, 
357,044  and  168,576  tons,  respectively. 

Chicago,  Ziegler  <&  Gulf  Railroad  C ompany . — The  Chicago,  Ziegler 

Gulf  Railroad  is  a  line  5.34  miles  in  length  (including  sidings) 
located  in  Franklin  county,  in  the  state  of  Illinois.  It  is  owned  by 
Joseph  Leiter  and  serves  only  the  mine  of  the  Ziegler  Coal  Company. 
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The  stock  of  the  Ziegler  Coal  Company  stands  in  the  name  of  the 
trustees  of  the  estate  of  L.  Z.  Leiter.  Mr.  Joseph  Leiter  is  a  trustee 
as  well  as  being  one  of  the  beneficiaries  of  the  estate.  This  company 
owns  one  mine  at  Ziegler,  in  the  state  of  Illinois,  which  was  leased 
on  a  royalty  basis  April  1,  1910,  to  the  Bell  &  Zoller  Coal  Company, 
which  still  operates  it. 

Commercial  coal  shipped  via  the  Chicago,  Ziegler  &  Gulf  Railroad 
in  the  year  ending  June  30,  1912,  amounted  to  400,582  tons.  The  coal 
used  by  the  carrier  amounted  to  884  tons.  The  Chicago,  Ziegler  & 
Gulf  Railroad  connects  with  the  Chicago,  Burlington  &  Quincy 
Railroad,  Illinois  Central  Railroad,  and  the  St.  Louis,  Iron  Moun¬ 
tain  &  Southern  Railway,  and  formerly  received  allowances  from 
those  carriers  for  the  haul  of  loaded  and  empty  cars  between  their 
rails  and  the  mine  of  the  Ziegler  Coal  Company.  These  allowances 
have  been  discontinued,  however,  on  account  of  the  decision  in  27 
I.  C.  C.,  353,  wherein  the  Commission  ruled  that  the  Chicago,  Ziegler 
&  Gulf  may  not  be  the  recipient  of  divisions  of  through  interstate 
rates  or  receive  allowances  for  the  services  it  renders. 

Fifth.  That  said  Commission  be  also  required  to  investigate  and 

REPORT  THE  SYSTEM  OF  CAR  SUPPLY  AND  DISTRIBUTION  IN  EFFECT  UPON 
THE  SEVERAL  RAILWAY  LINES  ENGAGED  IN  THE  TRANSPORTATION  OF 
COAL  OR  OIL  AS  AFORESAID,  AND  WHETHER  SAID  SYSTEMS  ARE  FAIR  AND 
EQUITABLE,  AND  WHETHER  THE  SAME  ARE  CARRIED  OUT  FAIRLY  AND 
-PROPERLY;  AND  WHETHER  SAID  CARRIERS,  OR  ANY  OF  THEM,  DISCRIMI¬ 
NATE  AGAINST  SHIPPERS  OR  PARTIES  WISHING  TO  BECOME  SHIPPERS  OVER 
THEIR  SEVERAL  LINES,  EITHER  IN  THE  MATTER  OF  DISTRIBUTION  OF 
CARS  OR  IN  FURNISHING  FACILITIES  OR  INSTRUMENTALITIES  CONNECTED 
WITH  RECEIVING,  FORWARDING.  OR  CARRYING  COAL  OR  OIL  AS  AFORESAID. 

The  problem  of  equitable  car  distribution  is  composed  of  two  fac¬ 
tors —  (1)  The  ratings  of  the  mines  and  (2)  the  actual  distribution 
of  equipment  in  accordance  therewith.  The  purpose  of  a  carrier  in 
fixing  ratings  for  mines  on  its  lines  is  to  determine  the  basis  upon 
which  each  shall  share  in  the  equipment  available  for  coal  loading 
during  the  periods  when  the  supply  of  cars  is  insufficient  to  meet  all 
the  requirements.  At  such  times  it  becomes  necessary  to  place  some 
restriction  upon  all  the  mines,  and  in  order  to  do  this  impartially  the 
practice  of  rating  them  and  distributing  the  available  equipment  pro 
rata,  on  the  basis  of  such  ratings,  has  been  adopted.  Many  of  the 
Illinois  roads  have  published  rules  governing  the  ratings  of  mines  and 
the  distribution  of  cars  among  them,  and  practically  all  have  some 
definite  plan  of  handling  car-shortage  situations.  These  rules  and 
plans,  however,  are  not  uniform  on  the  several  roads;  on  the  contrary, 
each  road  has  endeavored  to  solve  its  own  problem  independently. 
A  great  deal  of  dissatisfaction  has  been  felt  by  mine  operators 


26 


INTERSTATE  COMMERCE  COMMISSION  REPORTS. 


with  the  various  systems  of  ratings  and  distribution,  and  numerous 
allegations  of  unfairness  and  discrimination  have  been  made.  The 
result  has  been  considerable  litigation  before  this  Commission  and 
the  courts. 

Generally  speaking,  Illinois  roads  rate  the  mines  served  by  them 
on  the  basis  of  commercial  capacities  of  the  mines.  If  fair  and  cor¬ 
rect  methods  of  determining  the  relative  capacities  of  mines  are 
used,  this  may  afford  a  reasonably  equitable  basis  for  rating,  but, 
unfortunately,  this  has  not  always  been  the  case.  In  the  proceed¬ 
ing  In  re  Irregularities  in  Mine  Ratings ,  25  I.  C.  C.,  286,  the  Com¬ 
mission  expressed  the  opinion  that  the  carrier  should  rate  its  mines 
on  an  hourly  production  basis,  figured  as  follows :  Total  tonnage  pro¬ 
duced  and  shipped  by  a  mine  during  the  month  should  be  divided  by 
the  number  of  hours  the  mine  worked  in  producing  it;  the  quotient 
should  be  multiplied  by  the  number  of  hours  in  a  working  day,  thus 
determining  the  daily  rating  of  the  mine ;  these  ratings  to  be  revised 
monthly. 

As  to  actual  distribution  of  cars  in  accordance  with  the  relative 
ratings  of  the  mines,  the  opinion  of  the  Commission  is  clearly  set 
forth  in  Truer  v.  C.  cfi  A.  R.  R.  Co .,  13  I.  C.  C.,  451,  and  it  was  sus¬ 
tained  by  the  Supreme  Court  of  the  United  States  in  215  U.  S.,  452 
and  479.  Formerly,  few  of  the  roads  counted  against  the  mine  rat¬ 
ings  company  fuel  cars  (i.  e.,  cars  to  be  loaded  with  the  carrier’s  own 
fuel)  ;  private  cars  (i.  e.,  cars  owned  or  leased  by  coal  companies')  ; 
or  foreign  consigned  cars  (i.  e.,  cars  delivered  by  foreign  roads  for 
loading  at  particular  mines).  In  the  case  just  cited,  the  Commission 
ruled  that  all  three  classes  of  cars  should  be  counted  against  the 
ratings  as  well  as  those  furnished  for  commercial  loading.  In 
cases  where  the  carrier  takes  the  entire  output  of  a  mine,  however, 
it  has  been  considered  permissible  to  deduct  the  number  of  cars  de¬ 
livered  to  that  mine  from  the  available  supply  before  prorating 
among  mines  shipping  commercial  coal,  or  both  commercial  and 
railroad  coal.  In  a  few  instances  it  develops  that  only  open  cars  are 
counted  against  mine  ratings.  In  other  words,  if  an  operator  has 
facilities  for  loading  box  cars,  such  cars  of  that  class  as  he  receives 
are  in  addition  to  his  rating  proportion.  The  argument  advanced  by 
the  carriers  in  this  connection  is  that  the  plan  has  a  tendency  to  stimu¬ 
late  mines  to  install  box-car  loaders,  and  that  the  more  box  cars 
that  can  be  used  in  this  traffic,  the  less  likelihood  is  there  of  a  coal- 
car  shortage.  This  plan  is  not  in  accordance  with  the  Commission’s 
rulings. 

When  the  carriers  adjust  their  rules  governing  ratings  and  dis¬ 
tribution  in  accordance  with  the  views  of  the  Commission  as  ex¬ 
pressed  in  the  cases  cited,  no  doubt  many  of  the  irregularities  now 
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existent  will  be  eliminated.  Most  of  the  carriers  appear  to  be  en¬ 
deavoring  to  distribute  available  cars  during  car-shortage  periods  in 
an  equitable  manner,  although  in  a  few  instances  such  has  been  found 
not  to  be  the  case.  The  following  instances  will  serve  to  show  the 
practices  obtaining  on  several  of  the  Illinois  coal-carrying  roads,  at 
the  time  of  the  Commission’s  investigation : 

Atchison ,  Topeka  &  Santa  Fe  Railway  Company. — The  Atchison, 
Topeka  &  Santa  Fe  Kailway  Company  has  no  published  rules  govern¬ 
ing  the  distribution  of  cars  among  mines  served  by  it.  There  are 

but  few  mines  on  the  rails  of  the  Santa  Fe  in  Illinois,  and  it  is  said 

/ 

little  difficulty  has  been  experienced  in  supplying  their  demands. 
In  times  of  car  shortage  the  mines  are  rated  according  to  commercial 
capacity,  and  all  cars  are  counted  against  these  ratings. 

Chicago  &  North  Western  Railway  Company. — As  there  are  but 
three  mines  located  on  the  lines  of  the  Chicago  &  North  Western 
Railway,  proper,  in  Illinois,  and  all  belong  to  one  coal  company, 
the  question  of  equitable  car  distribution  does  not  arise. 

Chicago ,  Indianapolis  &  Louisville  Railway  Company. — It  is 
stated  that  there  are  but  six  mines  on  the  lines  of  the  Chicago,  In¬ 
dianapolis  &  Louisville  Kailway ;  all  of  them  are  located  in  Indiana, 
and  owing  to  the  fact  that  all  of  them  belong  to  one  company,  the 
question  of  equitable  car  distribution  does  not  arise. 

Chicago,  Terre  Haute  &  Southeastern  Railway  Company. — The 
Chicago,  Terre  Haute  &  Southeastern  Kailway  Company  has  no  pub¬ 
lished  rules  governing  the  distribution  of  coal  cars.  Cars  of  all 
classes  are  distributed  among  the  mines  in  times  of  shortage  on  a 
weekly  (corrected  to  a  monthly)  working-hour  basis,  the  plan  being 
designed  to  permit  all  mines  to  work  practically  the  same  number 
of  full  days  during  a  month.  The  arrangement  appears  to  be  equi¬ 
table,  and  is  said  to  be  satisfactory  to  both  carrier  and  operators. 
All  the  mines  on  the  lines  of  this  carrier  are  located  in  Indiana. 

Missouri  Pacific  Railway  Company  and  St.  Louis ,  Iron  Mountain 
A  Southern  Railway  Company. — These  carriers  have  published  rules 
governing  the  distribution  of  equipment  for  coal  loading  during 
periods  of  car  shortage.  The  carriers  give  each  mine  a  daily  rating 
based  on  its  capacity,  and  the  record  of  the  ratings  are  open  to  the 
inspection  of  mine  operators.  The  ratings  of  mines  having  connec¬ 
tion  with  other  railroads  are  divided  by  the  number  of  carriers  serv¬ 
ing  them.  All  classes  of  equipment  except  closed  cars,  but  including 
company  fuel,  private,  and  foreign-consignecl  cars,  are  counted  against 
the  mines  receiving  them.  Orders  for  cars  for  company  fuel  load¬ 
ing  are  given  preference  over  all  other  orders,  i.  e.,  cars  are  divided 
among  nil  mines  in  proportion  to  their  ratings  after  company  coal 
orders  are  taken  care  of,  although  company  coal  cars  are  included  in 
figuring  the  total  distribution.  If  the  number  of  company  fuel. 
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private,  and  foreign-consigned  cars  delivered  to  a  mine  on  a  par¬ 
ticular  day,  causes  the  mine’s  rating  proportion  of  available  cars  to 
be  exceeded,  the  average  is  charged  against  subsequent  days’  allot¬ 
ments. 

Chicago ,  Milwaukee  &  St.  Paul  Railway  Company. — The  Chicago, 
Milwaukee  &  St.  Paul  Kailway  Company  publishes  no  rules  govern¬ 
ing  the  distribution  of  coal  cars.  There  are  but  six  or  seven  mines 
on  its  lines  in  Illinois,  including  those  of  the  St.  Paul  Coal  Company 
(owned  by  the  carrier),  and  it  is  stated  that  there  is  seldom  any 
difficulty  experienced  in  supplying  all  the  cars  needed.  The  plan  of 
distribution  is  to  permit  all  mines  to  work  practically  the  same 
number  of  hours.  Orders  for  cars  for  company  coal  loading  are 
given  preference  over  all  other  orders. 

Illinois  Central  Railroad  Company. — The  Illinois  Central  is  the 
largest  coal  carrying  road  in  Illinois.  There  are  on  its  lines  in  this 
state  about  108  mines,  located  in  20  counties;  these  mines  delivered 
to  the  carrier  for  shipment  in  the  year  ending  June  30,  1911,  over 
15  per  cent  of  the  total  shipments  from  all  Illinois  mines.  Most  of 
these  mines  are  local  to  the  Illinois  Central,  i.  e.,  are  served  by  no 
other  carriers;  several  are  junction  point  mines,  i.  e.,  served  by  other 
roads  as  Avell  as  the  Illinois  Central ;  and  a  few  have  outlets  by  water. 

On  June  1,  1911,  the  Illinois  Central  issued  a  circular  embodying 
the  rules  which  should  apply  in  the  rating  of  mines  and  the  distribu¬ 
tion  of  cars  in  accordance  therewith.  This  circular  was  approved  by 
a  committee  of  operators  and  was  in  effect  substantially  all  the  time 
until  January  2,  1913,  when  the  rules  were  revised  as  a  result  of  the 
Commission’s  opinion  entitled  “In  re  Irregularities  in  Mine 
Ratings ,”  supra.  Between  February  9  and  March  1,  1912,  the  car¬ 
rier  had  in  effect  another  circular  in  which  it  attempted  to  rate 
mines  on  the  basis  of  tonnage  shipped  over  its  lines  only.  This 
plan  was  in  accordance  with  the  views  of  operators  of  local  mines 
but  contrary  to  the  views  of  junction-point  operators  and  was  or¬ 
dered  canceled.  As  a  result  of  the  disagreement  between  the  carrier 
and  the  operators,  and  the  further  disagreement  between  the  opera¬ 
tors  themselves,  the  matter  was  brought  before  this  Commission  which 
ordered  an  investigation,  the  result  of  which  was  the  opinion  referred 
to  above.  In  this  opinion  the  Commission  ruled  that  all  mines  on  the 
Illinois  Central  should  be  rated  on  an  hourly  production  basis.  The 
Commission  further  expressed  its  opinion  that  on  days  when  a  junc¬ 
tion-point  mine  ordered  cars  from  no  other  carrier  it  was  entitled  to 
its  full  rating  on  the  Illinois  Central;  on  days  when  it  ordered  cars 
from  one  other  road  its  rating  should  be  75  per  cent  of  its  full  ca¬ 
pacity,  ascertained  on  the  hourly  production  basis;  and  on  days  when 
it  should  order  cars  from  two  other  roads  its  rating  should  be  50  per 


COAL  AND  OIL  INVESTIGATION. 


29 


cent  of  such  capacity.  It  was  in  accordance  with  this  opinion  that 
the  carrier  issued  its  revised  rulings  effective  January  2,  1913,  to 
which  reference  has  been  made.  The  Commission  is  advised  that  as 
a  result  of  operating  under  these  revised  rulings  there  has  been  little 
or  no  complaint  by  operators  concerning  the  carrier’s  mine  ratings. 

Chicago ,  Rock  Island  &  Pacific  Railway  Company.— There  are 
about  10  mines  on  the  lines  of  the  Chicago,  Rock  Island  &  Pacific 
Railway  Company  in  Illinois.  These  mines  are  not  rated,  nor  does 
the  carrier  publish  any  rules  governing  the  distribution  of  cars 
among  them.  The  chief  dispatcher  has  charge  of  this  matter,  and 
in  times  of  car  shortage  distributes  available  cars  among  the  mines 
in  proportion  to  the  number  of  cars  loaded  by  each  during  the  pre¬ 
ceding  thirty  days,  all  cars  (company  fuel,  private,  and  foreign-con  - 
signed  included)  being  counted  against  the  mines  receiving  them. 

Chicago  &  Eastern  Illinois  Railroad  Company. — The  Chicago  & 
Eastern  Illinois  Railroad  Company  has  no  published  rules  govern¬ 
ing  the  distribution  of  cars  among  the  several  mines  on  its  lines. 
The  mines  are  given  a  daily  rating,  however,  based  on  average 
monthly  shipments,  and  cars  are  distributed  with  relation  to  the 
ratings.  The  records  are  open  to  all  operators  and  disputes  as  to 
relative  ratings  are  settled  by  hearings  held  by  the  carrier,  at  which 
operators  are  invited  to  express  their  views.  All  cars  (including 
company  fuel,  private,  and  foreign  consigned)  furnished  by  the  Chi¬ 
cago  &  Eastern  Illinois,  are  counted  against  the  mines  receiving 
them.  Cars  for  the  Bunsen  Coal  Company  at  TV  estville,  in  the  state 
of  Illinois,  are  furnished  by  the  Elgin,  Joliet  &  Eastern  (operating 
over  the  tracks  of  the  Chicago  &  Eastern  Illinois),  hence  aie  not 
included  in  the  Chicago  &  Eastern  Illinois  distributions. 

Cleveland ,  Cincinnati ,  Chicago  &  St.  Louis  Railway  Company.— 
The  Cleveland,  Cincinnati,  Chicago  &  St.  Louis  Railway  Company 
has  no  published  rules  governing  the  distribution  of  coal  cais  among 
the  several  mines  on  its  lines.  It  is  stated  that  little  difficulty  has 
been  experienced  in  the  past  in  supplying  all  the  cars  required  by 
operators;  that  heretofore  the  carrier  has  not  counted  company  coal, 
foreign,  and  private  cars  against  mine  ratings,  but  in  the  e\  ent  ox 
a  future  car  shortage  it  will  be  governed  by  this  Commission’s  rules. 

Vandalia  Railroad  Company.— The  Vandalia  Railroad  Company 
has  published  rules  of  car  distribution.  The  ratings  of  mines  arc 
determined  by  taking  the  average  output  of  each  mine  on  da}  s  in 
the  calendar  month  when  it  received  a  full  supply  of  cars  and  oper¬ 
ated  without  interruption.  Each  mine  in  a  district  receives  a  rating 
proportion  of  available  cars  in  that  district.  The  total  number  of 
cars  to  be  placed  for  loading  company  fuel  is  deducted  from  the 
available  car  supply  and  the  remainder  is  distributed  on  the  percent¬ 
age  basis.  The  rated  capacity  of  each  mine  furnishing  company  fuel 
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coal  is  reduced  by  the  tonnage  furnished  the  carrier,  to  determine 
mine’s  pro  rata  share  of  available  cars  on  the  percentage  basis.  In 
other  words,  a  mine  furnishing  the  carrier  with  fuel  gets  all  the  cars 
it  needs  for  that  purpose ;  in  addition,  it  gets  its  proportion  of  cars 
for  other  loading.  This  plan  is  not  in  accordance  with  the  Commis¬ 
sions  rulings.  Private  and  foreign  consigned  cars  delivered  to  a 
mine  are  counted  against  its  rating.  If  the  number  of  such  cars 
delivered  on  a  particular  day  exceeds  the  mine’s  pro  rata  share  of 
available  cars,  it  is  entitled  to  no  other  cars.  If,  however,  the  number 
of  such  cars  is  less  than  the  mine’s  pro  rata  share,  the  mine  receives 
additional  cars  to  make  up  its  total  share. 

Chicago ,  Burlington  <&  Quincy  Railroad  Company. — The  Chicago, 
Burlington  &  Quincy  Railroad  Company  publishes  rules  governing 
the  ratings  of  mines  and  the  distribution  of  cars  in  accordance  there¬ 
with.  Operators  are  expected  to  fix  and  agree  upon  these  ratings 
among  themselves,  but.  failing  to  do  so,  the  carrier  establishes  the 
ratings  by  taking  the  average  loading  of  each  mine  on  the  road  for  a 
period  of  ten  consecutive  days  when  the  mine  operated  full  time  and 
received  empty  cars  in  full  of  its  requirements ;  to  this  20  per  cent  is 
added  for  expansion.  All  equipment  available  for  coal  loading  (in¬ 
cluding  company  fuel,  private,  and  foreign  consigned  cars)  is  counted 
against  the  mine  receiving  it. 

Chicago  <&  Alton  Railroad  Company. — The  Chicago  &  Alton  Rail¬ 
road  Company  has  published  rules  governing  the  distribution  of  cars 
during  periods  when  the  number  of  available  cars  is  insufficient  to 
meet  all  requirements.  The  established  ratings  of  mines  are  on  a  ton¬ 
nage-capacity  basis.  Operators  are  expected  to  fix  and  agree  upon 
these  ratings,  but,  failing  to  do  so,  the  carrier  establishes  the  ratings 
based  on  information  at  hand.  A  record  of  the  ratings  of  all  mines 
is  kept  in  the  carrier’s  office  and  is  open  to  the  inspection  of  all  oper¬ 
ators.  Junction-point  mines  are  rated  according  to  the  percentage 
that  shipments  over  the  Chicago  &  Alton  bear  to  total  shipments  over 
all  roads.  This  plan  is  not  in  accordance  with  the  Commission’s 
rulings.  All  equipment  available  for  coal  loading,  including  com¬ 
pany  fuel,  private,  and  foreign-consigned  cars,  is  divided  among  the 
various  mines  in  accordance  with  their  ratings.  Company  fuel,  pri¬ 
vate,  and  foreign-consigned  cars  are  placed  at  the  mines  to  which  they 
are  billed,  but  are  counted  against  the  ratings  of  those  mines. 

The  W abash  Railroad  C ompany . — The  Wabash  Railroad  Company 
has  no  published  rules  governing  the  distribution  of  coal  cars  among 
the  mines  on  its  lines.  The  mines  are  rated  according  to  output  and 
the  ratings  are  revised  from  time  to  time  as  necessity  demands.  The 
plan  of  distribution  in  times  of  shortage  is  theoretically  on  the  basis 
of  such  ratings.  In  actual  practice,  however,  the  plan  is  not  strictly 
followed,  and  discretion  in  the  matter  seems  to  be  left  largely  to 
division  superintendents. 
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Litchfield  &  Madison  Railway  Company. — The  Litchfield  &  Madi¬ 
son  Railway  Company  has  no  fixed  rules  of  car  distribution,  nor  are 
the  mines  rated,  but  it  is  stated  that  no  difficulty  has  been  experienced 
in  supplying  all  the  cars  required. 

Southern  Railway  Company. — The  mines  on  the  lines  of  the  South¬ 
ern  Railway  in  Illinois  are  rated  according  to  commercial  and  physi¬ 
cal  capacity,  and  coal  cars  are  distributed  thereto  in  times  of  shortage 
according  to  these  ratings  after  deducting  the  number  of  cars  needed 
for  company  fuel  loading.  Foreign  consigned  and  private  cars  are 
counted  against  the  mine  ratings.  Officials  of  the  carrier  state  that 
they  have  experienced  comparatively  little  difficulty  in  supplying 
operators  with  the  cars  required. 

Baltimore  &  Ohio  Southwestern  Railway  Company. — The  Balti¬ 
more  &  Ohio  Southwestern  Railway  Company  has  established  rules 
showing  the  method  of  rating  mines  and  the  plan  of  distribution  of 
cars  during  periods  when  the  car  supply  is  insufficient  to  meet  all 
requirements.  Mine  ratings  for  each  operator  are  based  on  the  high¬ 
est  average  daily  shipment  of  all  the  mines  of  such  operator  for  one 
month  during  the  extended  period  of  full  car  supply  next  preceding 
the  period  of  shortage.  To  this  figure  10  per  cent  is  added  for  expan¬ 
sion.  All  cars,  except  closed,  but  including  company  fuel,  private, 
and  foreign  consigned,  are  counted  against  the  mines  receiving  them. 
When  the  number  of  such  cars  delivered  to  a  particular  mine  exceeds 
the  percentage  of  available  cars  to  which  it  is  entitled,  that  mine  is 
eliminated  from  the  percentage  plan  for  that  day. 

Elgin ,  Joliet  <&  Eastern  Railway  Company. — There  are  eight  mines 
on  the  lines  of  the  Elgin,  Joliet  &  Eastern  Railway  in  Illinois,  not 
counting  six  of  the  Bunsen  Coal  Company.  The  latter  are  located 
on  the  lines  of  the  Chicago  &  Eastern  Illinois,  but  the  product  from 
them  is  hauled  by  the  Elgin,  Joliet  &  Eastern  under  a  trackage  agree¬ 
ment.  The  carrier  has  no  published  rules  governing  the  distribution 
of  coal  cars  among  the  several  mines  on  its  lines.  It  is  stated,  how¬ 
ever,  that,  owing  to  its  location,  the  carrier  is  enabled  to  secure  plenty 
of  cars  from  other  lines  and  has  not  suffered  from  a  car  shortage  for 
several  years. 

Chicago ,  Peoria  &  St.  Louis  Railway  Compamy. — The  Chicago, 
Peoria  &  St.  Louis  Railway  Company  distributes  available  cars, 
during  periods  when  the  supply  is  not  equal  to  the  requirements, 
on  a  percentage  plan  based  on  the  actual  maximum  output  under 
normal  conditions.  All  classes  of  cars  are  counted  against  the  mines 
receiving  them. 

Toledo ,  Peoria  &  Western  Railway  Company. — The  mines  on  the 
lines  of  the  Toledo,  Peoria  &  Western  Railway  Company  in  Illinois 
are  rated  according  to  output,  and  cars  are  distributed  in  times  of 
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shortage  on  a  percentage  basis;  all  cars,  including  company  fuel, 
private,  and  foreign  consigned,  being  counted  against  the  ratings. 

Minneapolis  &  St.  Louis  Railway  Company. — The  Minneapolis  & 
St.  Louis  Railway  Company  (formerly  the  Iowa  Central)  has  no 
published  rules  governing  the  distribution  of  coal  cars,  nor  have  the 
mines  on  its  lines  ever  been  rated.  The  distribution  is  in  the  hands 
of  the  chief  dispatcher  of  the  division,  who  uses  his  judgment  as  to 
the  equitable  share  to  which  each  mine  is  entitled  in  times  of  short¬ 
age.  All  cars,  including  company  fuel,  private,  and  foreign  con¬ 
signed,  are  counted  against  the  mines  receiving  them. 

St.  Louis  &  Belleville  Electric  Railway  Company. — There  are  four 
mines  located  on  the  lines  of  the  St.  Louis  &  Belleville  Electric 
Railway.  The  carrier  has  no  fixed  rules  governing  the  distribution  of 
cars  and  states  that  it  has  always  been  able  to  supply  the  full  require¬ 
ments. 

East  St.  Louis  <&  Suburban  Railway  Company. — There  are  two 
mines  located  on  the  lines  of  the  East  St.  Louis  &  Suburban  Rail¬ 
way.  The  method  of  car  distribution  between  these  mines  is  to  pro¬ 
vide  one  company  with  45  per  cent  and  the  other  55  per  cent  of  the 
available  cars  in  time  of  shortage,  based  on  the  relative  capacities  of 
the  mines. 

Louisville  <&  Nashville  Railroad  Company. — The  Louisville  & 
Nashville  Railroad  Company  publishes  no  rules  governing  the  dis¬ 
tribution  of  coal  cars  in  times  of  shortage.  The  mines  on  its  lines  in 
Illinois  are  rated  according  to  their  actual  daily  loading  capacity, 
and  all  cars,  including  company  fuel,  private,  and  foreign  consigned, 
are  counted  against  the  ratings. 

Sixth.  That  said  Commission  be  also  required  to  report  as  to 

WHAT  REMEDY  IT  CAN  SUGGEST  TO  CURE  THE  EVILS  ABOVE  SET  FORTH, 

IF  THEY  EXIST. 

Seventh.  That  said  Commission  be  also  required  to  report  any 

FACTS  OR  CONCLUSIONS  WHICH  IT  MAY  THINK  PERTINENT  TO  THE 

GENERAL  INQUIRY  ABOVE  SET  FORTH. 

From  the  facts  related  herein,  particularly  those  describing  the 
industrial  railways  around  St.  Louis  and  those  describing  the  rela¬ 
tions  of  the  New  York  Central  lines  to  coal  properties  in  Illinois 
(appendix),  the  Commission  believes  it  important  that  the  public 
business  of  transportation  should  be  clearly  separated  from  private 
business;  that  railroads  should  be  prohibited  from  furnishing,  di¬ 
rectly  or  indirectly,  capital  or  loans  to  private  enterprises;  that 
railroads  should  be  prohibited  from  extending  the  use  of  their  credit 
for  the  benefit  of  private  individuals  or  companies;  and  that  the 
commodities  clause  should  be  enforced  and  extended  to  all  traffic. 


APPENDIX. 


NEW  YORK  CENTRAL  LINES. 

The  first  hearings  held  by  the  Commission  to  ascertain  the  relations 
of  the  New  York  Central  lines  with  coal  properties  in  Illinois  left 
the  record  in  so  inconclusive  and  unsatisfactory  a  condition  as  to 
require  the  Commission  to  make  an  exhaustive  investigation  of  its 
own  through  the  medium  of  its  examiners  in  the  field.  With  the 
data  thus  secured  further  hearings  were  held  and  the  carriers’  officials 
were  called  as  witnesses.  Mr.  T.  J.  O’Gara,  the  leading  official  of  the 
O’Gara  Coal  Company,  was  also  called,  but  on  the  advice  of  his 
counsel  he  declined  to  testify,  claiming  protection  under  the  statute. 
Being  in  possession  of  the  facts  through  the  investigation  of  its  ex¬ 
aminers,  the  Commission  was  able  at  the  later  hearings  to  put  of 
record  much  more  information  than  was  elicited  at  the  earlier  hear¬ 
ings.  The  testimony  of  several  of  the  witnesses  was  characterized  by 
evasions  and  lapses  of  memory  and  parts  thereof  were  later  with¬ 
drawn  and  corrected.  In  some  instances  a  witness  more  than  once 
asked  permission  to  change  his  testimony;  and  in  several  cases  the 
statements  made  by  the  same  official  at  one  hearing  flatly  contradicted 
what  he  had  said  at  previous  hearings.  With  respect  to  some  phases 
of  the  transactions  here  mentioned,  the  record  still  affords  no  satis¬ 
factory  explanation. 


HARRISBURG  COAL  DISTRICT. 

Coal  from  southern  Illinois  is  said  to  be  the  best  in  quality  in  the 
state.  The  principal  producing  area  in  that  section  is  in  Saline 
county,  commonly  called  the  Harrisburg  district,  taking  its  name 
from  the  county  seat.  The  district  is  traversed  by  the  Cleveland, 
Cincinnati,  Chicago  &  St.  Louis  Pailway,  commonly  called  the  Big 
Four,  and  is  also  reached  to  a  limited  extent  by  the  Illinois  Central 
and  Louisville  &  Nashville  Pailroads.  Until  1905  only  a  few  mines 
were  in  operation  in  that  part  of  the  state,  and  the  output  of  coal  for 
shipment  amounted  to  but  15  to  30  cars  a  day.  Owing  to  the  poor  rail¬ 
road  facilities  and  the  high  transportation  rates,  the  markets  were 
limited:  shipments  of  coal  originating  on  the  Big  Four  could  reacn 
Chicago  only  in  connection  with  a  foreign  line  tapping  a  competing 
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field.  In  order  further  to  develop  the  Harrisburg  district  and  give 
the  output  a  direct  haul  over  their  own  rails  to  the  Chicago  market, 
the  New  York  Central  lines  in  1905—1906  rebuilt  the  Cairo  division 
of  the  Big  Four  and  constructed  a  new  line  from  Danville  to  Lake 
Michigan.  The  latter  line  was  first  called  the  Indiana  Harbor  Rail¬ 
road,  and  now  forms  a  part  of  the  Chicago,  Indiana  &  Southern 
Railroad,  a  constituent  of  the  New  York  Central  system.  At  this 
time  the  field  produces  for  shipment  from  300  to  500  cars  of  coal  a 
day  and*  is  one  of  the  most  important  coal  districts  in  the  state ; 
the  immense  tonnage  shipped  therefrom  has  caused  the  Big  Four  to 
be  classed  as  second  among  the  coal  carrying  roads  in  Illinois. 

BIG  FOUR  COAL  LANDS. 

Contemporaneously  with  the  rebuilding  of  the  Cairo  division  and 
the  construction  of  the  Indiana  Harbor  Railroad  the  Big  Four  began 
to  acquire  coal  lands  and  mineral  rights  in  Saline  and  Williamson 
counties.  As  related  in  the  main  part  of  this  report  (p.  13),  that 
company,  during  the  years  1905  to  1907,  purchased  approximately 
23,000  acres  of  such  lands.  This  policy  was  entered  upon,  as  ex¬ 
plained  of  record,  partly  for  the  purpose  of  protecting  the  future 
fuel  supply  of  the  New  York  Central  lines  and  partly  to  secure  to 
those  lines  a  large  additional  tonnage.  The  plan  originated  with 
Mr.  W.  C.  Brown  while  he  was  vice  president  in  charge  of  the  lines 
west  of  Buffalo,  with  headquarters  at  Chicago,1  and  until  he  was 
transferred  to  New  York  City,  in  1906,  he  had  general  supervision 
and  direction  of  the  work  and  approved  all  purchases.  Thereafter 
this  supervision  was  exercised  by  Mr.  Brown’s  successor  in  Chicago, 
C.  E.  Schaff. 

To  have  immediate  charge  under  him  of  the  drilling  tests,  the 
securing  of  options,  and  the  purchasing  of  lands  Mr.  Brown  selected 
one  S.  W.  McCune,  whom  he  had  known  for  nearly  25  years  and  in 
whom  he  had  such  implicit  confidence  that  he  declined  to  require  a 
surety  bond  of  him,  saying  that  he  would  be  “  personally  responsible 
for  the  property  in  his  care.”  McCune  was  on  the  pay  rolls  of  the  Big 
Four  and  received  a  monthly  salary.  To  assist  McCune,  Mr.  Brown 
appointed  Charles  P.  Hewitt,  his  own  brother-in-law.  Hewitt  was 
first  assigned  to  aid  in  making  the  drill  tests  on  lands  under  observa- 
tion,  and  he  also  received  a  monthly  salary.  Later  he  was  detailed 
with  others  to  the  work  of  securing  options  by  getting  into  direct 
contact  with  the  owners  of  the  lands.  In  undertaking  this  work  a 
new  arrangement  was  made  with  Hewitt — instead  of  a  salary  he  was 

1  Mr.  Brown  later  became  president  of  the  several  companies  comprising  the  New  York 
Central  system,  which  position  he  retained  until  Jan.  1,  1914,  when  he  resigned.  It  is 
understood,  however,  that  he  is  still  a  director  of  the  Big  Four,  and  possibly  other  New 
York  Central  lines. 
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to  be  compensated  by  a  commission  of  $5  per  acre  on  the  lands  actually 
purchased.  Hewitt  had  had  no  previous  experience  of  any  kind  in 
coal  lands  or  real  estate  transactions,  and  his  experience  in  general 
business  matters  had  been  meager.  The  record  shows  that  he  at  once 
became  a  tool  in  the  hands  of  McCune,  with  whom  he  agreed  to  divide 
his  commissions  in  return  for  certain  services  by  McCune,  the  nature 
of  which  Hewitt  was  unable  to  explain  and  which  McCune  did  not 
explain.  McCune  therefore,  in  addition  to  his  salary,  received  com¬ 
missions  on  lands  purchased  by  the  Big  Four,  and  while  Mr.  Brown 
permitted  the  arrangement,  he  asserts  he  was  not  advised  of  its 
terms.  Hewitt  thereafter  signed  all  vouchers  and  other  papers  as 
directed  bjr  McCune,  but  handled  none  of  the  railroad  company’s 
money  used  in  consummating  the  purchases,  nor  did  he  handle  even 
the  money  that  he  himself  earned  by  way  of  commissions.  Checks 
sent  by  the  Big  Four  to  Hewitt  in  payment  of  commissions  he  merely 
indorsed  over  to  McCune.  The  latter  deposited  the  amounts  in  his 
own  bank  account,  then  checked  out  Hewitt’s  share,  one-half,  and 
sent  the  funds  to  Mr.  Brown,  who  in  turn  deposited  them  in  a  bank 
at  Clarinda,  Iowa,  of  which  he  is  a  stockholder,  the  cashier  being  his 
brother-in-law  and  also  a  brother-in-law  of  Mr.  Hewitt.  The  share 
of  commissions  accruing  to  Hewitt  from  November,  1905,  to  April, 
1906,  amounting  to  $12,581.30,  appears  as  a  credit  to  Mr.  Brown’s 
account  at  the  Clarinda  bank  as  of  April  6,  1906,  and  to  Hewitt’s 
account  as  of  April  26;  thereafter  Mr.  Brown  merely  indorsed  the 
checks  sent  him  by  McCune  and  deposited  the  amounts  to  Hewitt’s 
credit  direct.  The  total  amount  of  Hewitt’s  earnings  from  this 
source  in  a  little  over  a  year  was  about  $25,000  and  McCune’s  about 
the  same.  Both  invested  their  funds  in  the  stock  of  the  Davenport 
Coal  Company,  hereinafter  described,  and  became  officers  thereof 
while  contemporaneously  in  the  service  of  the  Big  Four. 

Many  irregularities  took  place  in  connection  with  the  purchase  of 
these  coal  properties,  and  both  McCune  and  Hewitt,  one  an  old 
acquaintance  and  the  other  a  brother-in-law  of  Mr.  Brown,  profited 
substantially  thereby.  The  irregularities  were  accomplished  by  the 
use,  apparently  as  occasion  or  circumstance  suggested,  of  one  or  more 
of  the  following  devices:  (1)  By  preparing  vouchers  for  amounts  in 
excess  of  those  actually  and  eventually  received  by  the  grantors  of 
the  properties  sold  to  the  Big  Four;  (2)  by  taking  lands  in  Hewitt’s 
name  and  turning  them  over  to  the  Big  Four  at  advanced  prices; 
and  (3)  b}r  secreting  the  legitimate  commissions  in  the  purchase 
prices  and  then  passing  additional  vouchers  in  favor  of  Hewitt  as 
his  alleged  commissions  on  the  same  land.  Hewitt  definitely  asserted 
that  he  was  not  aware  of  these  acts.  Funds  so  pilfered  from  the 
Big  Four  were  handled  in  the  same  manner  as  were  legitimate 
commissions,  i.  e.,  deposited  in  McCune’s  bank  account  and  then 
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divided  with  Hewitt,  the  latter’s  share  passing  through  Mr.  Brown’s 
hands  to  the  bank  at  Clarinda.  Mr.  Brown  asserts  that  he  had  no 
way  of  verifying  the  amounts  sent  to  him  by  McCune,  and  they 
merely  passed  through  his  hands  for  Hewitt’s  convenience.  Travel¬ 
ing  auditors  of  the  Big  Four  in  1909  checked  over  the  vouchers  and 
other  papers  in  connection  with  these  coal-land  purchases,  but  failed 
to  report  the  irregularities  mentioned. 

The  record  does  not  show  that  Mr.  Brown  had  any  knowledge  of 
the  irregularities  in  the  purchase  of  these  properties.  The  only 
charges  that  can  be  made  against  him  in  connection  with  the  pilfering 
of  the  funds  of  the  company  of  which  he  was  an  executive  are  that 
(1)  he  placed  McCune,  a  personal  acquaintance,  without  bond  in  a 
responsible  position,  involving  the  expenditure  of  over  $1,000,000,  to 
which  trust  the  record  shows  that  person  was  unfaithful,  and  (2)  he 
assigned  to  a  lucrative  position,  netting  nearly  $25,000  in  a  little  over 
a  year,  a  relative,  wTho  was  not  competent  even  to  handle  his  own 
money  affairs,  was  inexperienced  in  the  work  itself,  and  was  lacking 
in  the  most  ordinary  business  ability. 

SALINE  COUNTY  COAL  COMPANY. 

The  fact  that  certain  officials  of  the  New  York  Central  system  were 
active  in  the  promotion  and  subsequent  history  of  the  Saline  County 
Coal  Company  and  the  O’Gara  Coal  Company  is  indicated  in  the 
main  part  of  this  report.  Two  or  three  independent  companies  of 
minor  importance  operate  mines  in  the  Harrisburg  district,  but  their 
combined  output  is  comparatively  small.  The  Saline  County  Coal 
Company  was  formed  in  1907  as  the  successor  of  the  Davenport 
Coal  Company.  The  latter  was  incorporated  in  1895,  with,  a  capital 
stock  of  $25,000,  a  majority  of  which  was  owned  or  controlled  by  one 
John  Davenport  and  his  family.  The  Davenport  Coal  Company 
was  the  only  mining  concern  of  any  importance  in  the  Harrisburg 
district  not  taken  over  by  the  O’Gara  Coal  Company  in  1905.  W.  C. 
Brown  testified  that  early  in  the  development  of  the  Harrisburg  dis¬ 
trict  it  became  evident  to  him  and  C.  E.  Schaff  that  for  the  purpose 
of  competition,  and  to  insure  a  supply  of  coal  for  the  New  York 
Central  lines  at  reasonable  prices,  it  was  necessary  to  get  an  opera¬ 
tion  of  some  magnitude  in  the  Harrisburg  district,  in  addition  to  the 
O’Gara  Coal  Company.  Apparently  these  gentlemen  selected  the 
Davenport  Coal  Company  as  the  nucleus  for  the  new  operation,  as 
on  May  3,  1905,  Mr.  Brown  wrote — 

I  hope  Davenport  will  hnng  onto  his  property  there,  as  he  certainly  can  make 
more  in  that  way  than  he  can  by  going  into  any  deal. 

He  testified  that  his  idea  in  writing  that  letter  was  to  prevent  Daven¬ 
port  from  making  any  coalition  with  the  O’Gara  people  or  anyone 
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else.  As  a  preliminary  step  toward  the  working  out  of  the  plan,  S.  W. 
McCune  secured  from  J ohn  Davenport  in  February,  1906,  a  lease  on  ap¬ 
proximately  851  acres  of  coal  lands,  the  instrument  containing  a  clause 
whereby  McCune  agreed  to  purchase  a  part  of  the  stock  of  the  Daven¬ 
port  Coal  Company.  He  accordingly  bought  125  shares,  or  a  one- 
half  interest  in  the  company,  the  purchase  representing  the  personal 
investments  of  himself,  C.  P.  Hewitt,  W.  C.  Brown,  and  C.  E.  Schaff, 
in  about  equal  proportions,  the  stock  of  the  two  latter  gentlemen 
being  taken  in  the  name  of  McCune.  Hewitt’s  original  investment 
in  Davenport  Coal  Company  stock  was  $14,021.70,  paid  over  in 
the  form  of  a  check  in  favor  of  S.  W.  McCune.  This  amount  was 
charged  to  Hewitt’s  account  at  the  Clarinda  bank  on  April  26, 
1906,  and  the  same  amount  appears  in  Mr.  Brown’s  account  as 
of  April  6,  with  the  notation  “  C.  P.  Hewitt  to  S.  W.  McCune.” 
Subsequent  purchases  of  Davenport  stock  by  Hewitt  were  made 
by  checks  payable  to  Mr.  Brown.  These  checks  were  written  by 
Mr.  Brown,  although  signed  by  Hewitt.  The  capital  stock  of  the 
Davenport  company  was  increased  in  June,  1906,  to  $200,000,  the 
stockholders  receiving  six  shares  of  new  stock  in  exchange  for  each 
one  of  old.  In  April,  1907,  the  Pierce  family,  of  Kewanee,  in  the 
state  of  Illinois,  one  of  the  members  of  which  is  Mr.  Brown’s  son- 
in-law,  bought  the  half  interest  in  the  Davenport  Coal  Company 
owned  by  the  Davenport  family,  and  the  capital  stock  was  again 
increased,  this  time  to  $250,000,  the  increase  being  equally  divided 
between  Mr.  Brown  and  C.  I.  Pierce.  The  Saline  County  Coal  Com¬ 
pany  was  then  formed,  and  it  took  over  the  property  of  the  Daven¬ 
port  Coal  Company,  the  stockholders  of  the  latter  receiving  bonds 
and  bonus  stock  in  the  new  company  in  exchange  for  their  Daven¬ 
port  stock,  as  follows : 


Holdings 
in  Daven¬ 
port  Co. 

Saline  County  Coal  Co.  bonds 
exchanged  for  Davenport 
stock. 

Saline  County  Coal 
Co.  stock  "  given 
as  a  bonus  with 
the  bonds. 

Bonds. 

Bonus 

bonds. 

Total. 

Common. 

Pre¬ 

ferred. 

Pierce  family . 

$125,000 
45, 000 
53, 500 

$125,000 
45, 000 

|  80,000 

$12, 500 
12, 500 

25, 000 

$137,500 
57,500 
f  35,000 
{  35, 000 
l  35,000 

$150,000 

1  51,000 

2  33,000 
33,000 
33,000 

$34, 375 
13,625 
9,000 
9,  C00 
9,000 

W.  C.  Brown . 

C.  E.  Schaff . 

S.  W.  McCune . 

C.  P.  Hewitt . 

26, 500 

Total . 

250,000 

250, 000 

50, 0C0 

300, 0C0 

300,000 

75,000 

1  Taken  in  Hewitt’s  name.  2  Taken  in  McCune’s  name. 


So  far  as  can  be  learned,  the  aggregate  cash  investments  of  Mr. 
Brown,  Mr.  Schaff,  Mr.  McCune,  and  Mr.  Hewitt  in  Davenport  Coal 
Company  stock  were  less  than  $75,000;  the  par  value  of  Saline  County 
Coal  Company  securities  they  received  in  exchange  therefor  was 
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$353,125.  It  does  not  appear  of  record  what  the  remainder  of  the 
securities  actually  cost  the  Pierces. 

In  the  1910  hearings  in  these  proceedings  it  was  testified  that  Mr. 
Brown’s  holdings  of  Saline  County  Coal  Company  bonds  were 
$91,000.  In  the  1912  hearings  Mr.  Brown  testified  that  he  origi¬ 
nally  owned  between  $90,000  and  $100,000  worth  of  bonds,  and  was 
one  of  the  principal  bondholders ;  that  he  at  one  time  owned  consider¬ 
able  stock  but  subsequently  exchanged  it  all  for  bonds  (with  the 
exception  of  100  shares  of  preferred  which  he  gave  to  his  daughter) , 
his  reason  being  that  he  did  not  want  any  part  in  the  management 
of  the  company.  In  a  letter  of  November  6,  1912,  Mr.  Brown  in¬ 
formed  the  Commission  that  his  original  holdings  of  bonds  were 
$66,000  and  of  stock  $76,600.  In  a  hearing  before  the  Commission 
on  May  3,  1913,  Mr.  Brown  testified  that  his  letter  of  November  6 
had  been  written  from  memory,  and  he  corrected  the  information 
therein  given  by  submitting  an  exhibit  purporting  to  show  the 
organization  of  the  Saline  County  Coal  Company  and  the  distribu¬ 
tion  of  bonds  and  the  accompanying  stock.  This  exhibit  shows  his 
original  holdings  as  indicated  in  the  above  table.  Mr.  Brown  origi¬ 
nally  testified  that  he  had  bought  his  Saline  company  bonds  for  cash, 
paying  90  for  them  and  receiving  proportions  of  common  and  pre* 
ferred  stock  as  bonuses,  as  did  other  subscribers.  This  statement  was 
retracted  later  by  Mr.  Brown’s  attorney,  who  wrote  that  Mr.  Brown 
had  confused  this  transaction  with  a  purchase  of  bonds  in  another 
company.  Mr.  Brown  had  disposed  of  his  securities  in  this  company 
until  at  the  time  he  testified  he  held  but  $44,000  worth  of  bonds 
and  no  stock;  up  to  that  time  he  had  made  a  profit  on  his  transac¬ 
tions  of  approximately  $16,000.  In  addition  to  his  other  holdings, 
Mr.  Brown  has  held  Saline  County  Coal  Company  bonds  as  col¬ 
lateral  for  notes  of  Mr.  Hewitt,  but  states  that  he  had  no  further 
interest  in  such  bonds  and  has  now  disposed  of  both  notes  and  col¬ 
lateral.  When  the  bonded  indebtedness  of  the  Saline  County  Coal 
Company  was  increased  Mr.  Brown  purchased  $50,000  worth  of  bonds 
and  received  85  per  cent  of  common  and  20  per  cent  of  preferred 
stock  as  bonuses  ;  these  securities  he  presented  to  his  daughter  upon 
her  marriage  to  George  S.  Patterson,  now  vice  president  of  the  coal 
company.  Mr.  Patterson  also  received  a  similar  amount  of  these 
securities  as  a  present  from  his  father.  Mr.  Schaff  exchanged  all 
his  stock  for  all  of  McCune’s  bonds;  Mr.  Schaff  is  no  longer  con¬ 
nected  with  the  New  York  Central  system,  and  his  present  interest  in 
the  Saline  County  Coal  Company  does  not  appear  of  record.  At  the 
time  of  the  hearing  Mr.  McCune  owned  $84,000  worth  of  stock  and 
Mr.  Hewitt  $28,000  of  bonds  of  the  company.  It  would  therefore 
appear  that  notwithstanding  the  fact  that  Mr.  Brown’s  present  hold¬ 
ings  of  the  Saline  County  Coal  Company  securities  are  comparatively 


COAL  AND  OIL  INVESTIGATION. 


39 


small,  he  has  been  from  the  first  intimately  associated  with  the  com¬ 
pany  through  the  medium  of  relatives  and  friends. 

O’GARA  COAL  COMPANY. 

Mr.  W.  C.  Brown  and  other  officials  of  the  Xew  York  Central  svs- 
tern  took  an  active  part  in  the  promotion  of  the  O'Gara  Coal  Com¬ 
pany,  although  most  of  these  gentlemen  have  since  disposed  of  their 
holdings  of  the  stock  and  bonds  of  that  enterprise.  When  T.  J. 
O’Gara  desired  to  finance  a  company  to  purchase  and  develop  the 
coal  properties  in  Illinois  which  he  held  under  options,  he  approached 
Mr.  Brown  and  gave  the  latter  15  days  in  which  to  raise  funds  for 
the  purpose.  Mr.  Brown  succeeded  in  interesting  James  Kerr  and 
J.  B.  Bussell,  eastern  capitalists,  and  the  coal  company  was  there¬ 
upon  formed  as  described  in  the  main  part  of  this  report.  Kerr  and 
Bussell  underwrote  $1,000,000  of  the  first  issue  of  bonds,  and  Mr. 
Brown  underwrote  the  remaining  $500,000.  The  underwriters  paid 
$900  for  each  $1,000  bond  and  received  with  each  bond  $900  in  com¬ 
mon  stock  of  the  company  and  $300  in  preferred  stock.  In  addition. 
Mr.  Brown  received  for  his  services  in  promoting  the  enterprise 
$50,000  of  common  and  $100,000  of  preferred  stock.  Mr.  Brown  dis¬ 
posed  of  all  except  $62,500  of  the  bonds  underwritten  by  him  by 
selling  them  to  officials  of  the  Xew  York  Central  lines  and  others 
without  profit  to  himself.  He  let  them  have  the  bonds,  with  the  pro¬ 
portional  amount  of  common  and  preferred  stock,  on  the  exact  basis 
of  his  underwriting.  Of  the  $62,500,  he  sold  $50,000,  and  the  accom¬ 
panying  bonus  stock  of  $60,000,  together  with  the  $150,000  of  stock 
received  for  his  services,  to  Kerr  &  Bussell,  and  received  therefor 
$25,000  in  stock  of  the  Xational  Corporation  Securities  Company 
$30,000  in  cash  and  a  release  from  the  balance,  about  $36,000,  of  his 
subscription  obligation.  Later  he  became  dissatisfied  with  his  stock 
in  the  Xational  Corporation  Securities  Company  and  exchanged  it 
for  a  like  amount.  $25,000.  of  bonds  of  the  O'Gara  Coal  Company. 
These  bonds  Mr.  Brown  disposed  of  during  1906,  but  was  unable  to 
state  the  details  of  the  transaction.  There  remained  in  Mr.  Brown’s 
possession  12  bonds  of  the  face  value  of  $12,000,  with  the  accompany¬ 
ing  bonus  stock,  an  adjustment  having  been  made  to  cover  the  bal¬ 
ance  $500,  there  being  no  bonds  of  that  denomination.  Mr.  Brown 
sold  five  of  these  bonds  to  his  brother,  two  to  a  Mr.  Winton,  two  were 
retired  under  the  sinking-fund  provision  of.  the  coal  company’s 
mortgage,  and  three  Mr.  Brown  can  not  account  for.  In  whose  name 
his  O'Gara  Coal  Company  stock  was  issued  Mr.  Brown  was  unable  to 
state.  He  testified,  however,  that  all  stock  and  bonds  of  the  O’Gara 
Coal  Company  which  he  formerly  held,  passed  out  of  his  hands  dur¬ 
ing  1906.  and  that  since  that  time  he  has  had  no  direct  or  indirect 
financial  interest  in  the  coal  company. 

H.  Doc.  1124,  63-2 - 4 
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E.  T.  Glennon,  vice  president  and  general  counsel  of  the  roads  of 
the  New  York  Central  system,  west  of  Buffalo,  subscribed  for  $87,500 
of  the  bonds  underwritten  by  Mr.  Brown,  and  testified  that  he  bought 
them  as  an  individual  and  not  as  an  officer  of  the  carriers  and  because 
he  thought  the  purchase  a  good  speculation.  Mr.  Glennon  first  testi¬ 
fied  that  he  received  with  his  bonds  30  per  cent  of  preferred  stock  and 
only  20  per  cent  of  the  common  stock.  Later  he  corrected  this  state¬ 
ment  and  said  that  he  had  received,  by  way  of  bonus  with  the  bonds,  30 
per  cent  of  preferred  stock  and  90  per  cent  of  common  stock.  Within 
a  year  from  the  time  he  purchased  these  securities,  Mr.  Glennon  sold 
them  at  a  profit  of  approximately  $15,000.  In  addition  to  the  bonus 
stock  accompanying  the  bonds,  Mr.  Glennon  received  for  his  services 
in  the  organization  and  promotion  of  the  enterprise  500  shares  of 
preferred  stock  and  543  shares  of  common  stock.  This  stock  he  still 
owned  at  the  time  he  testified,  although  it  stood  in  the  name  of 
Thomas  J.  O’Gara. 

C.  F.  Daly,  vice  president  in  charge  of  traffic  of  the  several  New 
York  Central  lines,  subscribed  for  $25,000  of  the  bonds  underwritten 
by  Mr.  Brown.  He  testified  that  the  investment  was  made  in  his 
own  interest  and  at  the  suggestion  of  Mr.  Brown.  Some  of  Mr. 
Daly’s  bonds  were  retired  by  the  coal  company  imder  the  sinking- 
fund  provision  of  the  mortgage;  the  balance  was  held  by  him  for 
four  or  five  years  and  was  finally  sold  at  less  than  cost.  He  kept  his 
stock  until  the  latter  part  of  1909,  when  he  delivered  it  to  his 
brother-in-law,  Mr.  Gordon,  for  services  rendered.  Mr.  Gordon 
was  connected  with  the  Lesan  Advertising  Agency,  which  handled 
a  large  part  of  the  advertising  work  of  the  New  York  Central  lines. 
Mr.  Daly  testified  that  all  his  holdings  of  securities  of  the  O’Gara 
Coal  Company  were  disposed  of  prior  to  December,  1909,  and  that 
he  has  at  present  no  financial  interest,  direct  or  indirect,  in  that 
ebmpany. 

Other  New  Yrork  Central  officials  who  subscribed  for  a  part  of  the 
bonds  underwritten  by  Mr.  Brown  were  C.  E.  Schaff,  $25,000;  J.  F. 
Deems,  $25,000;  E.  T.  Henson,  $10,000;  G.  F.  Grammer,  $25,000;  and 
W.  C.  Bower,  $10,000.  Mr.  Schaff,  Mr.  Deems,  and  Mr.  Henson 
are  no  longer  connected  with  that  railway  system,  and  Mr.  Grammer 
is  deceased.  It  does  not  appear  of  record  what  disposition  was 
made  of  their  securities.  The  same  is  true  of  the  securities  sub¬ 
scribed  for  by  Mr.  Bower. 

John  Carstensen,  vice  president  in  charge  of  accounting  of  the 
several  New  York  Central  lines,  states  that  he  took  an  active  part 
in  the  formation  of  the  O’Gara  Coal  Company  as  a  means  of  devel¬ 
oping  traffic  on  the  New  York  Central  lines,  but  that  his  investment 
was  personal  and  not  as  an  official  of  the  carriers.  He  entered  into 
the  arrangement  with  the  hope  that  the  investment  would  ultimately 
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prove  profitable,  but  claims  to  have  been  disappointed  in  that  respect 
Mr.  Carstensen  subscribed  for  $100,000  of  bonds  of  the  O’Gara  Coal 
Company  ;  this  was  independent  of  Mr.  Brown’s  underwriting,  beina 
one-half  of  a  subscription  made  in  the  name  of  James  Kerr.  Mr. 
Carstensen  first  testified  that  he  had  received  preferred  and  common 
stock  as  bonuses  in  the  same  proportions  as  had  Mr.  Brown;  upon 
looking  up  his  records,  however,  he  discovered  that  while  he  had  re¬ 
ceived  the  same  proportion  of  preferred,  he  had  not  at  the  time  re¬ 
ceived  the  same -proportion  of  common;  subsequently  in  a  settlement 
with  the  Kerr  estate  he  secured  what  was  apparently  the  equivalent. 
In  addition  he  received  for  his  services  preferred  stock,  the  amount 
of  which  according  to  his  original  testimony  was  $60,000.  Some  of 
Mr.  Carstensen’s  original  testimony  is  interesting  in  the  light  of  that 
subsequently  given  by  him.  He  first  testified  in  part  as  follows : 

Q.  Do  you  own  any  bonds  at  tbe  present  time? — A.  No. 

Q.  You  disposed  of  your  bonds  in  1906? — A.  Yes. 

Q.  Wbat  disposition  did  you  make  of  your  stock?— A.  That  went  with  the 

bonds. 

Q.  Is  any  member  of  your  immediate  family  a  stockholder  or  bondholder  in 
these  companies? — A.  No. 

At  a  later  hearing  Mr.  Carstensen  testified  as  follows! 

addition  to  the  participation  in  the  underwriting  as  above 
described,  I  received  $95,000  par  value  of  the  preferred  stock  of  the  O’Gara 
Coal  Company  in  consideration  for  services  rendered  by  me  in  connection  with 
the  organization*  of  the  stock  and  securing  subscriptions  to  its  bonds.  This 
stock,  as  I  recall,  stood  in  the  name  of  T.  J.  O’Gara  and  was  given  by  me  to 
Mrs.  Carstensen  at  the  time  it  was  received.  This  stock  was  also  transferred 
into  the  name  of  Arthur  L.  Linn,  Jr.  It  was  subsequently  transferred  from  Mr. 
Linn  s  name  into  that  of  Mr.  O’Gara  for  the  same  reason  as  above  stated.  I 
have  made  no  profit  on  any  of  these  transactions. 

Q.  That  $95,000  of  preferred  stock  is  now  owned  by  Mrs.  Carstensen  is  it 
not?— A.  Yes,  sir. 

Q*  *  *  *  That  figure  of  $60,000  is  incorrect? — A.  It  is  incorrect. 

Q.  It  should  be  $95,000?— A.  Yes,  sir. 

It  would  therefore  appear  from  the  record  that  with  but  two 
exceptions  New  Tork  Central  officials  had  no  financial  interest  in 
the  securities  of  the  O’Gara  Coal  Company  at  the  time  they  testified 
It  is  worthy  of  mention,  however,  that  the  coal  company  has  been 
granted  a  great  many  unusual  concessions,  and  from  the  time  it  be¬ 
gan  shipping  coal  to  within  the  last  year  it  has  been  a  preferred  insti¬ 
tution  on  the  New  York  Central  lines.  In  fact,  the  carriers  have 
practically  supported  the  coal  company  for  years.  In  September,  1913, 
the  O’Gara  Coal  Company  went  into  the  hands  of  friendly  receivers* 
the  investigations  of  the  Commission  having  caused  the  New  York 
Central  lines  to  restrict  their  support  of  the  coal  company.  There 
follow  brief  descriptions  of  several  of  the  evidences  of  preference 
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shown  by  the  New  York  Central  lines  to  the  O’Gara  Coal  Company 
prior  to  the  receivership. 

Indebtedness  of  O^Gara  Goal  Company.— In  September,  1910,  the 
O’Gara  Coal  Company  owed  the  New  York  Central  lines  nearly  a 
half  million  dollars  on  account  of  old  freight  charges  and  advances. 
For  five  months  previous  to  the  date  mentioned  the  mines  had  been 
closed  on  account  of  a  strike  of  miners  and  no  shipping  had  been 
done;  therefore,  this  amount  included  no  current  freight  charges. 

Advances  by  New  York  Central  lines  to  O^Gara  Coal  Company. — 
In  1909  the  O’Gara  Coal  Company  submitted  to  Mr.  Carstensen,  vice 
president  of  the  several  New  York  Central  lines,  a  statement  pur¬ 
porting  to  show  $32,000  worth  of  unpaid  claims  due  to  it.  On  the 
strength  of  this  statement  Mr.  Carstensen  ordered  the  Big  Four  to 
advance  $20,000  to  the  coal  company,  although  the  carrier’s  records 
showed  but  $8,000  of  valid  claims  due.  Against  this  advance  were 
applied  vouchers  in  settlement  of  prior  and  subsequent  claims  al¬ 
lowed,  and  the  amount  was  finally  offset  in  1911.  In  effect,  there¬ 
fore,  the  Big  Four  in  1909  paid  claims  relating  to  shipments  moving 
in  1910  and  1911. 

In  August,  1910,  the  Big  Four  loaned  to  the  O’Gara  Coal  Com¬ 
pany  $225,000  on  the  latter’s  one-year  note,  secured  by  all  the  stock 
and  two-thirds  of  the  bonds  of  the  Flarrisburg  Big  Muddy  Coal 
Company,  a  subsidiary'  of  the  O’Gara  Company.  At  expiration  in 
1911  a  new  note  for  the  same  amount  and  similarly  secured  was  made. 
In  1912  the  carrier  began  reducing  the  face  of  the  note  by  applying 
amounts  deducted  from  vouchers  due  the  coal  company  for  coal  pur¬ 
chased.  When  the  second  note  matured  in  August,  1912,  a  new  one- 
year  note  for  the  unpaid  balance,  and  similarly  secured,  was  made, 
maturing  in  August,  1913.  By  the  time  this  third  note  matured  the 
indebtedness  had  decreased  to  approximately  $170,000,  but  the  car¬ 
rier  did  not  secure  a  new  note  for  this  amount  and  for  some  reason 
did  not  foreclose  on  the  collateral.  One  month  later,  September, 
1913,  the  O’Gara  Coal  Company  and  the  Harrisburg  Big  Muddy 
Coal  Company  went  into  the  hands  of  receivers,  and  the  latest  ad¬ 
vices  in  possession  of  the  Commission  indicate  that  there  is  still  due 
the  Big  Four  approximately  $170,000. 

In  1910  the  Lake  Shore  &  Michigan  Southern  advanced  to  the 
O’Gara  Coal  Company  $50,000  on  the  latter’s  notes,  secured  by  one- 
third  of  the  bonds  of  the  Harrisburg  Big  Muddy  Coal  Company. 
The  carrier  later  collected  the  amount  by  deductions  from  vouchers 
in  payment  of  fuel  coal  purchased,  closing  the  account  during  1911. 

In  1912  the  Big  Four  advanced  $9,000  to  the  O’Gara  Coal  Com¬ 
pany  as  advance  payments  on  claims  and  fuel  coal  purchased,  and 
later  collected  the  amount  by  applying  against  the  indebtedness 
amounts  of  vouchers  payable  to  the  coal  company. 
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Prepayment  of  fuel  coal  bought  of  O'Gara  Coal  Company. — It  is 
customary  among  railroads  to  pay  about  the  fifteenth  of  each  month 
for  fuel  coal  delivered  during  the  preceding  month.  This  custom 
was  followed  by  all  the  New  York  Central  lines,  with  the  single 
exception  of  coal  bought  from  the  O’Gara  Coal  Company.  This 
company  rendered  invoices  as  soon  as  the  coal  was  loaded,  and  the 
carriers  paid  the  invoices  as  soon  as  they  were  received.  This  re¬ 
sulted  in  the  carriers  issuing  in  some  months  ten  or  more  vouchers  in 
favor  of  the  coal  company  instead  of  one.  Interest  was  assessed  upon 
these  prepayments,  but  it  is  questionable  whether  the  additional  labor 
involved  in  caring  for  the  account  did  not  cost  the  carriers  more  than 
the  interest  received.  For  a  time  the  O’Gara  Coal  Company  kept  in 
its  Chicago  office  blank  bills  of  lading  which  it  filled  out  upon  receipt 
of  telegraphic  information  from  the  mines,  and  to  which  it  forged 
the  Bief  Four  agent’s  signature.  By  this  device  the  coal  company 
succeeded  in  making  out  and  rendering  its  invoices  a  day  earlier,  and 
in  securing  its  money  a  day  earlier,  than  would  have  been  possible 
had  it  waited  to  receive  the  actual  bills  of  lading  from  the  mines  by 
mail.  The  carrier  discovered  this  practice  and  stopped  it  prior  to 
the  Commission’s  investigation. 

Extensions  of  credit  on  freight  charges. — An  amount  of  approxi¬ 
mately  $25,000  due  the  Chicago.  Indiana  &  Southern  Railroad  by 
the  O'Gara  Coal  Company  for  freight  charges  accruing  in  January 

and  Februarv.  1907.  was  transferred  to  the  books  of  the  Lake  Shore 

*/  /  / 

in  April,  1909.  This  amount,  plus  approximately  $17,000  due  the 
Lake  Shore  since  1907  and  1908.  the  O'Gara  Coal  Company  was  per¬ 
mitted  to  reduce  by  payments  of  $2,000  per  month,  the  debt  being 
finally  paid  off  in  the  latter  part  of  1911.  The  result  was  an  exten¬ 
sion  of  credit  of  freight  charges  for  nearly  five  years,  and  it  is 
worthy  of  mention  that  no  interest  was  charged  or  security  required 
of  the  coal  company. 

At  the  beginning  of  the  five  months'  strike  of  miners  in  1910.  the 
O'Gara  Coal  Company  owed  the  Chicago,  Indiana  &  Southern 
$58,000  and  the  Big  Four  $30,000  in  freight  charges  accruing  in  the 
earlv  months  of  that  vear.  These  amounts  were  paid  off  largelv  in 
coal — that  is,  by  deductions  of  5  cents  per  ton  from  amounts  due  the 
coal  company — and  were  finally  offset  about  the  middle  of  1912. 
Interest  was  charged  and  security  required  during  only  a  part  of 
the  time. 

On  current  freight  charges  due  the  Chicago,  Indiana  &  Southern 
and  the  Big  Four,  the  O'Gara  Coal  Company  was  until  June,  1913, 
granted  over  two  months’  credit — for  instance,  January  charges  were 
payable  during  March.  The  Chicago,  Indiana  &  Southern  always 
assessed  interest  from,  say  March  1,  but  the  Big  Four  charged  no 
interest  whatever  until  after  the  Commission’s  investigation,  when, 


44 


INTERSTATE  COMMERCE  COMMISSION  REPORTS. 


in  April,  1913,  one  bill  containing  several  years’  interest  was  made,, 
but  unless  settled  since  the  Commission’s  latest  advices  is  not  yet  paid. 
Surety  bonds  to  the  amount  of  $100,000  secured  the  Chicago,  In¬ 
diana  &  Southern.  Until  September,  1912,  the  Big  Four  was  secured 
by  a  bond  of  only  $30,000,  which  amount  was  later  increased  to 
$100,000.  The  result  of  this  arrangement  was  that  the  coal  company 
continually  had  the  use  of  large  sums  of  railroad  money  at  slight 
expense.  The  amount  of  this  indebtedness  varied  between  summer 
and  winter,  but  an  idea  of  the  amount  due  during  the  winter  months 
may  be  gained  from  the  statement  that  on  December  15,  1912,  the 
coal  company  owed  the  Chicago,  Indiana  &  Southern  $141,283.43 
and  the  Big  Four  $218,580.29,  which  amounts,  it  will  be  noted,, 
greatly  exceed  the  amounts  of  the  security  furnished.  In  June,  1913, 
the  carriers  reduced  the  credit  to  45  days.  On  August  1  about 
$140,000  in  freight  charges  was  due  the  carriers,  and  this  amount  was 
at  last  accounts  still  outstanding,  owing  to  the  receivership  of  the  coal 
company,  the  surety  company  not  having  made  good  the  loss. 

Protection  of  O'1  Gar  a  contracts  by  earner. — The  Commission’s  in¬ 
vestigation  developed  several  instances  in  which  the  O’Gara  Coal 
Company’s  customers  who  were  temporarily  short  of  coal  were  sup¬ 
plied  by  the  railroad  company,  the  latter  making  proper  settlement 
with  the  coal  company.  The  reason  ascribed  by  the  carriers’  super¬ 
intendents  was  the  protection  of  the  O’Gara  Coal  Company  contracts. 

Solicitation  of  business  for  O' Gar  a  Coal  Company  by  railroad 
officials. — The  record  discloses  letters  written  by  Mr.  Brown  to  offi¬ 
cials  of  other  railroads  and  industries  soliciting  their  coal  business 
for  the  O’Gara  Coal  Company  and  in  a  few  instances  for  the  Saline 
County  Coal  Company.  Mr.  Brown  testified  that  these  letters  were 
written  purely  from  a  traffic  standpoint  to  help  secure  tonnage  for 
the  Big  Four.  The  letters,  however,  were  marked  “Letters  written 
by  W.  C.  Brown  in  behalf  of  the  O’Gara  Coal  Co.”  So  far  as  can 
be  learned  no  such  effort  has  ever  been  made  to  secure  business  for  any 
other  coal  company,  either  in  the  Harrisburg  district  or  elsewhere 
on  the  New  York  Central  system. 

Additional  price  paid  for  storage  coed. — Early  in  1910,  in  anticipa¬ 
tion  of  the  strike  of  miners  in  the  Harrisburg  district,  the  New  York 
Central  lines  stored  at  Harrisburg  66,649  tons  of  coal,  for  which  the 
regular  contract  price  was  paid.  Of  this  tonnage  60,657  tons  were 
bought  of  the  O’Gara  Coal  Company.  In  July,  1910,  Mr.  Carstensen, 
vice  president,  on  authority  of  Mr.  Brown,  president,  issued  instruc¬ 
tions  that  the  Coal  Company  be  paid  35  cents  per  ton  extra  on  this 
storage  coal,  giving  as  a  reason  that  the  coal  company  had  been 
“  prevented  by  the  railroad  company  from  selling  the  coal  to  others 
at  a  price  higher  than  the  regular  contract  price  to  the  railroad  com 
pany.”  Accordingly,  vouchers  for  $21,230.02  were  passed  in  favor 
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of  the  coal  company.  This  payment  assumes  the  aspect  of  a  pure 
donation  and  was  made  in  cash,  notwithstanding  the  fact  that  the  coal 
company  was  heavily  in  debt  to  the  carriers  at  the  time. 

Prices  paid  by  carriers  for  fuel  coal. — After  the  1910  strike,  con¬ 
flict  arose  between  the  New  York  Central  lines  and  the  O’Gara  Coal 
Company  as  to  the  price  to  be  paid  for  coal.  The  latter  insisted  on 
an  increase  of  20  cents  per  ton  over  the  1909  contract  and  so  billed 
its  coal ;  the  carrier,  however,  paid  the  1909  price  until  March,  1911, 
when  a  compromise  was  effected,  the  result  being  an  increase  of  12  \ 
cents  over  the  1909  price.  Approximately  $102,000  was  paid  the  coal 
company  in  this  adjustment.  The  1911  price,  however,  was  but  5 
cents  per  ton  over  that  of  1909.  It  is  worthy  of  mention  that  during 
the  period  (1910-11)  when  the  carrier  was  paying  a  high  price  for 
its  coal,  the  coal  company  was  selling  the  same  size  of  coal  to  another 
railroad  company  for  a  much  less  price:  furthermore  the  carriers’ 
records  show  that  it  could  have  bought  the  same  size  coal  on  its  lines 
in  a  near-by  county  for  17 J  cents  less  than  it  paid  the  O’Gara  Coal 
Company. 

Use  of  false  point  of  origin  on  Big  Four  billing. — Some  of  the 
O’Gara  Coal  Company’s  mines  are  located  at  Eldorado,  8  miles 
north  of  Harrisburg.  The  product  of  the  mines  at  Harrisburg  has 
a  better  trade  reputation  and  is  more  in  demand  than  that  produced 
by  the  mines  farther  north  in  the  district.  For  the  purpose  of  con¬ 
cealing  from  customers  the  fact  that  their  orders  were  being  filled 
with  Eldorado  coal,  the  O’Gara  Coal  Company  prevailed  upon  the 
Big  Four  to  bill  O’Gara’s  Eldorado  shipments  in  such  form  as  to 
indicate  to  the  consignees  of  such  shipments  that  the  coal  had  come 
from  Harrisburg.  It  is  significant  that  the  Big  Four  discontinued 
this  practice  immediately  upon  learning  that  the  Commission  was 
aware  of  it.  This  matter  was  referred  to  the  Department  of  Justice, 
with  the  result  that  indictments  were  returned  against  the  carrier 
for  granting  a  discrimination  in  violation  of  the  Elkins  Act.  The 
Big  Four  recently  pleaded  nolo  contendere  to  this  charge  and  paid  a 
fine  of  $3,000. 

Unlawful  application  of  divisions  of  through  rates. — One  of  the 
O'Gara  Coal  Company’s  largest  customers  was  the  Grand  Trunk 
Western  Railway,  but  to  secure  its  business  the  coal  company  was 
obliged  to  make  low  prices  in  order  to  compete  with  operators  on  the 
Illinois  Central  and  Chicago  &  Eastern  Illinois,  who  could  ship  on 
lower  freight  rates.  Although  the  coal  was  sold  f.  o.  b.  Grand  Trunk 
junctions,  the  O’Gara  Coal  Company,  in  order  to  meet  competi¬ 
tion,  billed  this  coal  to  fictitious  destinations  beycnd  these  points,  and 
prepaid  the  freight  at  the  New  York  Central  lines  divisions  of  the 
through  rates,  instead  of  at  the  local  rates  to  the  junction  points 
where  the  coal  was  actually  used.  The  coal  company,  with  the 


46 


INTERSTATE  COMMERCE  COMMISSION  REPORTS. 


collusion  of  the  carriers,  thus  succeeded  in  defeating  the  lawful  rates 
to  the  actual  destinations  by  10  and  13  cents  per  ton.  The  matter 
was  referred  to  the  Department  of  Justice,  with  the  result  that  in¬ 
dictments  were  returned  against  all  the  parties  at  interest.  Re¬ 
cently  the  Big  Four  and  Chicago,  Indiana  &  Southern  pleaded  nolo 
contendere  to  these  charges  and  were  assessed  fines  aggregating 
$12,000.  The  O’Gara  Coal  Company  entered  the  same  plea  and  was 
assessed  fines  aggregating  $5,000 ;  the  Grand  Trunk  also  pleaded  nolo 
contendere  and  was  fined  $5,000. 

Rebate  of  $60,000  to  O'*  Gar  a  Coal  Company . — The  Lake  Shore  & 
Michigan  Southern  Railway  in  1909  issued  in  favor  of  the  O’Gara 
Coal  Company  seven  vouchers  aggregating  $60,000,  and  concealed  the 
payments  on  its  books  by  charging  them  to  a  large  suspense  account. 
These  payments  were  made  on  the  authority  of  R.  M.  Huddleston, 
then  auditor  of  the  Lake  Shore,  but  now  general  auditor  of  the  New 
York  Central  lines  west  of  Buffalo,  and  purported  to  be  for  advance 
payments  on  coal,  invoices  for  which  had  not  been  received.  Mr. 
Huddleston  testified  that  he  acted  on  his  own  authority  and  without 
the  knowledge  of  his  superiors.  Mr.  Carstensen,  vice  president,  in 
charge  of  accounts,  testified  he  had  never  heard  of  the  payments 
until  brought  to  his  attention  by  the  Commission.  Data  in  the  hands 
of  the  Commission,  however,  shows  that  Mr.  Carstensen’s  attention 
was  directed  to  the  payments  less  than  a  year  after  they  were  made. 
The  vouchers  covering  these  payments  were  not  supported  by  any 
papers  whatever,  and  it  is  apparent  that  all  details  of  the  transaction 
were  destroyed  or  skillfully  concealed.  Upon  being  pressed  for 
documents  in  support  of  the  payments,  Mr.  Huddleston  produced 
45  carbon  copies  of  O’Gara  Coal  Company  invoices  against  the  Lake 
Shore,  covering  the  value  of  1,250  cars  of  coal,  and  aggregating, 
according  to  an  adding  machine  slip  attached,  $60,000.  It  developed, 
however,  that  these  invoices  had  been  gathered  for  the  mere  purpose 
of  giving  the  appearance  of  support  to  the  payments  and  in  reality 
had  no  connection  with  them ;  in  fact,  the  extensions  of  some  of  them 
had  been  changed  in  order  to  make  the  aggregate  an  even  $60,000. 
Mr.  Huddleston  denied  under  oath  any  knowledge  of  the  source  of 
these  invoices,  how  or  for  what  purpose  they  were  prepared,  how 
they  came  to  be  in  his  desk,  who  put  them  there,  or  how  long  they 
had  been  there. 

Mr.  Huddleston  first  testified  that  these  payments  were  in  settle¬ 
ment  of  a  controversy  with  the  O’Gara  Coal  Company  concerning 
the  loss  of  some  400  cars  of  coal  in  1905  and  1906.  The  Commis¬ 
sion’s  investigation  developed  that  some  confusion  did  actually  exist 
at  that  time,  but  that  settlement  for  all  shipments  had  been  made  be¬ 
fore  the  end  of  1907.  Confronted  with  proof  to  this  effect,  Mr. 
Huddleston  retained  personal  counsel  on  whose  advice  he  retracted 
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most  of  his  previous  testimony,  and  explained  the  payments  as 
covering  the  value  of  coal  in  the  possession  of  the  New  York  Central 
lines  between  the  bill  of  lading  date  and  the  time,  a  few  days  later, 
when  the  coal  company  received  its  money.  His  first  testimony 
was  to  the  effect  that  the  amount  would  eventually  be  repaid  to  the 
Lake  Shore  by  other  system  lines,  but  he  retracted  this  and  testified 
that  the  O’Gara  Coal  Company  owed  the  Lake  Shore  the  amount, 
although  he  admitted  that  he  had  never  asked  the  coal  company 
for  payment  and  had  never  included  the  amount  in  a  statement 
against  it.  The  O’Gara  Coal  Company  denied  the  indebtedness  to 
the  Lake  Shore,  but  declined  to  submit  its  books  even  under  sub¬ 
poena,  declaring  that  all  its  records  are  destroyed  within  a  year  or 
two  after  their  use.  This  statement  is  improbable,  to  say  the  least. 
The  New  York  Central  lines  permitted  the  record  relating  to  this 
transaction  to  remain  in  this  unsatisfactory  shape,  and  it  became 
necessary  to  refer  the  matter  to  the  Department  of  Justice  with  the 
result  that  indictments  were  returned  against  three  of  the  New  York 
Central  lines,  the  coal  company,  and  certain  individuals. 

It  appears  that  in  October,  1913,  the  Lake  Shore  deducted  this 
$60,000,  plus  4  years’  interest,  from  vouchers  payable  to  the  coal  com¬ 
pany  for  fuel  coal  purchased.  The  coal  company  had  assigned  its 
invoices  to  a  Chicago  bank,  so  that  in  reality  not  the  coal  company 
but  the  bank  has  paid  the  amount,  although  the  Lake  Shore  books 
have  been  relieved. 

It  has  been  shown  elsewhere  that  W.  C.  Brown  has  been  associated 
constantly  with  the  Saline  County  Coal  Company  since  its  inception, 
and,  in  fact,  was  one  of  the  promotors  thereof.  It  should  be  stated, 
however,  that  the  Commission  has  discovered  no  evidences  of  favor¬ 
itism  on  the  part  of  the  New  York  Central  Lines  toward  that  com¬ 
pany.  The  O’Gara  Coal  Company,  on  the  other  hand,  was  extended 
many  preferences  and,  as  already  related,  was  practically  supported 
by  the  carriers  for  years.  Many  of  the  concessions  described  above 
were  skillfully  concealed,  and  some  were  discovered  almost  by  ac¬ 
cident.  The  attempts  of  Mr.  Brown  and  others  of  the  carriers’ 
officials  to  explain  the  concessions  leave  much  to  be  desired.  In  short, 
they  amount  to  ignorance  of  the  rebates  mentioned,  while  as  to  loans, 
advances,  and  extensions  of  credit  Mr.  Brown  and  his  associates 
admit  knowledge  of  the  practices  but  claim  to  have  been  actuated 
by  a  desire  to  protect  the  fuel  supply  and  the  traffic  of  their  lines 
by  protecting  a  patron  from  the  financial  disaster  that  would  other¬ 
wise  occur.  It  is  significant,  in  this  connection,  that  among  the 
hundreds  of  industries  along  the  13,000  miles  of  New  York  Central 
lines’  tracks  the  carriers  should  have  overlooked  all  moribund  con¬ 
cerns  except  one  of  those  in  which  the  carriers’  officials  were  inter¬ 
ested.  Be  that  as  it  may,  certain  it  is  that  among  minor  officials 
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the  impression  has  always  prevailed  that  their  superiors  were  in 
some  manner  interested  in  the  O’Gara  Coal  Company,  and  that  the 
latter  was  in  reality  a  New  York  Central  property.  This  no  doubt 
has  caused  in  the  minds  of  these  minor  officials  the  idea  of  favor¬ 
ing  the  coal  company  even  in  the  absence  of  specific  instructions 
from  superiors.  The  fact  is,  and  this  is  fully  shown  of  record,  that 
the  connection  of  some  of  the  high  officials  of  the  New  York  Central 
lines  with  these  coal  properties  resulted  in  no  small  demoralization 
in  the  service  and  led  to  a  belief  on  the  part  of  minor  officials  that 
in  permitting  these  abuses  to  go  on  they  were  promoting  the  interests 
of  their  superior  officers.  Whether  this  explains  Mr.  Huddleston’s 
course  is  not  clear  from  the  record.  We  see  no  other  possible  expla¬ 
nation,  so  far  as  minor  officials  and  employees  are  concerned,  respect¬ 
ing  some  of  the  abuses  hereinabove  described.  In  any  event,  neither 
W.  C.  Brown  nor  his  associates  can  escape  severe  criticism  for  per¬ 
mitting  these  practices  to  exist.  The  Commission  deems  as  signifi¬ 
cant  the  attitude  of  Mr.  Brown  and  Mr.  Carstensen  in  the  matter 
of  the  payment  to  the  O’Gara  Coal  Company  of  the  $60,000  rebate 
described  elsewhere.  In  testifying  before  the  Commission  Mr.  Hud¬ 
dleston,  the  general  auditor,  took  upon  himself  the  entire  responsi¬ 
bility  of  that  transaction,  and  asserted  that  his  superiors  did  not 
authorize  or  even  have  knowledge  of  the  payments.  Mr.  Brown  and 
Mr.  Carstensen  specifically  denied  any  knowledge  of  the  $60,000  re¬ 
bate  and  appeared  shocked  that  such  conditions  should  prevail  in 
their  organization.  A  singular  phase  of  the  situation  is  that  no  one 
connected  with  the  New  York  Central  lines  except  Mr.  Huddleston 
pretended  that  he  had  authority  to  make  such  a  payment.  Both 
Mr.  Brown  and  Mr.  Carstensen  specifically  denied  that  Mr.  Huddle¬ 
ston’s  powers  embraced  any  such  discretion.  Yet,  although  mis¬ 
application  of  company  funds  is  usually  punishable  at  least  by 
dismissal,  Mr.  Huddleston  has  been  retained  in  his  position  for  over 
a  year  since  the  Commission  first  brought  the  matter  to  the  attention 
of  the  New  York  Central  officials.  Neither  Mr.  Huddleston’s  testi¬ 
mony  nor  his  demeanor  on  the  witness  stand  was  satisfactory,  and 
his  statements  can  be  accepted  only  with  reservations. 

TENTATIVE  PLANS  OF  CONSOLIDATION. 

On  various  occasions  the  New  York  Central  officials  have  had 
under  consideration  plans  for  the  consolidation  of  all  the  coal  prop¬ 
erties  in  the  Harrisburg  district  associated  with  the  New  York  Cen¬ 
tral  lines.  Briefly,  the  plan  contemplated  that  the  Chicago  &  Harris¬ 
burg  Coal  Company,  owned  by  the  Big  Four,  would  issue  bonds 
guaranteed  by  the  Big  Four  and  purchase  from  the  latter  its  coal 
lands  and  from  the  Saline  County  Coal  Company  and  O’Gara  Coal 
Company  their  mines  and  lands.  There  was  then  to  be  formed  an 
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operating  company,  to  which  the  mines  and  part  of  the  lands  would 
be  leased  for  operation. 

W.  C.  Brown  and  other  officials  testified  that  the  plan  never  received 
serious  consideration  and  in  all  probability  would  never  be  effected. 
It  is  worthy  of  mention,  on  the  other  hand,  that  in  the  latter  part  of 
1913  the  capital  stock  of  the  Chicago  &  Harrisburg  Coal  Company 
was  increased  from  $55,000  to  $1,500,000,  and  that  company  began 
taking  over  the  coal  lands  owned  by  its  parent  company,  the  Big  Four 
Railway.  Whether  this  is  the  beginning  of  a  gigantic  coal  proposi¬ 
tion  involving  the  purchase  of  the  Saline  and  O’Gara  properties,  and 
based  on  the  credit  of  the  New  York  Central  lines,  the  record  does 
not  disclose.  Such  a  use  of  railroad  credit  for  the  private  ends  of 
favored  individuals  should  obviously  receive,  if  carried  out,  the 
severest  condemnation  of  the  law. 
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